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The annual meeting of the American Bankers’ Association, at 
Saratoga, was both delightful and profitable, and as harmonious as 
could be desired. Many of the papers read or presented related 
to practical subjects; they were prepared with care, and possessed 
permanent value. In due time they will be published, when our 
readers can themselves decide on their worth. 

The attendance was very good, but not so many were present as 
should have been. Perhaps more would have attended if they could 
have seen a stronger reason for attending. Those who saw no rea- 
son either did not consider the matter at all, or did so too hastily. 
What then is accomplished by attending these meetings ? 

First of all, bankers get a better acquaintance with each other. 
Many of those who are mutually concerned in business, may 
have never met previous to these meetings. An acquaintance is 
desirable, for more correct opinions are formed, wrong impressions 
are removed, inquiries are made which could not be through cor- 
respondence, and in many ways bankers get a better knowledge of 
one another, and by the easiest and most agreeable method that can 
be employed. 

Again, through these meetings sound ideas on> banking and kin- 
dred subjects are put forth. From the beginning, the influence of 
the Association has been in favor of healthful and conservative 
banking. Those who have attended, maintaining ‘different views, 
have doubtless in many cases modified them when learning of better 
methods. A banker who stays within his bank year after year is 
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in danger of getting fixed in his ways, of learning nothing, and of 
holding views which if once sound and desirable may be so no longer, 
by reason of a changed condition of things. They are willing to 
see, but live where they cannot see. The annual meetings of the 
Association are of much worth to such persons; they get new 
ideas and impressions, and they return better qualified, consciously 
or unconsciously, for their duties. The tendency of the times 
everywhere is toward the formation of societies in all trades, voca- 
tions and professions, because of their proved usefulness. A _ thou- 
sand things are learned which would not be acquired in any other 
way, and ideas which are of no little value. 

But while the Association has accomplished much, quite enough 
to justify the forming of it, we believe that a more important 
work lies immediately before it. While not losing anything as a 
social gathering, or as a means of exchanging views between mem- 
ber and member, and gaining a great deal of useful information 
about men and things, we contend that it should be a more seri- 
ous body, that it should undertake with more vigor to accomplish 
certain ends, and that it should thus furnish a more conclusive rea- 
son for existing. 

The affairs of the Association are committed to an executive 
committee. No better method of conducting the Association could 
be devised. But we think that perhaps the committee might select 
for consideration questions of pressing importance, designate persons 
to conduct the discussions, notify the members concerning the 
questions and the proposed course of discussion; and if this were 
done, the attendance would be larger, the discussions more animated, 
and the conclusions reached more weighty. If a thousand mem- 
bers assembled annually instead of a hundred, surely the resolves 
of such a body would be entitled to consideration, and would 
receive it both by the press and by legislative and other bodies. 

But it may be asked are there any questions of enough interest 
to bankers generally to lead them to assemble for their considera- 
tion? We think there are. Is not the question, whether the 
banks should keep their own reserves or not, of vital interest and 
importance to them? There are two sides to the question, of 
course, but suppose it was proposed with the view of reaching a 
solution, and ultimately of asking legislation on the subject, would 
not the bankers assemble? Again, may be mentioned the question 
of clearing country checks. Suppose the bankers were invited to 
present methods for remedying the evil existing, to be followed 
by a thorough discussion of the subject, would not this enlist the 
interest of bankers? Just now the question of single-name paper 
is prominent, and the keeping of a record of it in the Clearing- 
houses. Other questions might be mentioned equally practical, and 
which ought to be regarded of sufficient importance to draw 
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bankers together to find better methods for conducting their busi- 
ness. 

Another subject that might be very appropriately considered is 
the nature of the Association itself. A great many persons suppose 
that it is an institution whose members meet annually to concoct 
schemes for their own personal ends. They regard it as a purely 
selfish body, having only their own advantage in mind. Now the 
members know that this conception is utterly wrong; that they 
are simply trustees and representatives. They are not money kings, 
but simply the agents of stockholders and depositors, who form 
two very large and powerful classes in our country. When the As- 
sociation meets, its members have in view not themselves, but those 
whom they represent, and whose interests are intimately identified 
with the prosperity and glory of the entire country. The Associa- 
tion, we repeat has a very distinct work to do in making generally 
known the true character of the organization. 

It also has another specific work to do, namely, to cultivate a 
spirit of unity among the banks, a clearer realization of their 
dependence on each other, and the insisting on sounder methods 
of banking in order to be entitled to aid in time of danger. If 
a merchant fails in business, this is no indication that his next- 
door neighbor is on the brink of bankruptcy. But banks by the 
very nature of their business, are peculiarly exposed to trials and 
suspicion. Their strength consists in union, and not in trying to 
demonstrate to the world their separate strength and wisdom. The 
Association is a fitting agency to cultivate the spirit of union by 
discussing the principles of banking, and insisting on sounder 
methods as a basis for co-operation. 

Moreover, the Association has an important work before it in 
the way of educating the persons employed in banks. To succeed 
in business it is necessary to have a more thorough training than 
was needed formerly. The day is rapidly passing for acquiring for- 
tunes through luck and accident. Competition is becoming sharper, 
and the relations of business are more numerous and complicated. 
A higher order of training will be necessary to succeed in the fu- 
ture. President Gage had some thoughtful words on this subject 
in his address, and Mr. Odell read an excellent papér on this theme. 
In a future number we shall consider this subject at length. One 
thing is clear; it is peculiarly within the province of the Associa- 
tion to undertake the task of rendering a better banking edu- 
cation a possibility to those who desire it. 

Has not enough been said to show that the Association has a 
large work to do? It can become highly useful to its members, to 
all who are employed in banking institutions, and to the country. 
In our judgment, the time has come for expanding its work and 
thus rendering the Association more fruitful. 
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WHAT IS THE TREASURY RESERVE? 


The amount of gold in the Treasury has fallen to a point which 
has led many to believe that silver payments cannot long be de- 
layed. There are about seventeen millions of gold in the Treasury in 
excess of $100,000, which amount is considered the necessary reserve 
for the Government to keep. Although this is the view generally 
maintained with respect to the reserve, it is not entirely correct ; 
and we propose to consider the amount and nature of the “gold 
reserve,” which must be maintained by the Treasury. 

The reserve in question is kept to redeem the United States 
notes. But no statute specifies a fixed amount of gold or silver 
coin, or gold or silver bullion, which must be kept for the above 
purpose. Nor is there, in truth, any fund in the Treasury which 
can be properly called a legal reserve for redeeming these -notes 
except $95,500,000, which were the proceeds of the sale of bonds 
by Secretary Sherman in 1878, by the authority of the Resumption 
Act. Although the Resumption Act contains no specific declara- 
tion requiring the proceeds of the sales of bonds therein authorized 
to be set aside and kept intact as a fund for the redemption of 
United States notes, vet the Secretaries of the Treasury have held 
that no part of the above sum of $95,500,000 can rightly be used 
for any purpose except to redeem the legal tenders. On the other 
hand, no Secretary of the Treasury has ever held that any redemp- 
tion reserve beyond the $95,500,000 has a legal status except that 
given to it by the arbitrary will of the Secretary, and therefore the 
Secretary can reduce the cash balance to $95,500,000 without vio- 
lating any law. 

Since the Resumption Act went into effect on the first of Janu- 
ary, 1879, the Treasury Department has redeemed in gold about 
$12,000,000 of United States notes. It is maintained by officers in 
the Treasury Department that this sum can be deducted from the 
$95,500,000, thus reducing the amount of the proceeds of sales of 
bonds for redemption purposes to about $83,000,000. 

Consequently it is maintained in some quarters that the amount 
of gold coin and gold bullion owned by the Government can be 
further reduced from $117,000,000 to $83,000,000 in payment of in- 
terest, redemption of bonds and settlement of Clearing-house bal- 
ances without violating any law. Such is the legal status of the so- 
called resumption reserve, yet it is not likely that Secretary Folger 
will permit the gold in the Treasury to fall below $95,500,000. In 
a communication to the House of Representatives last March, the 
Secretary, referring to the third section of the Resumption Act, 
used the following language: 
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Under that authority this Department has heretofore sold bonds 
and took coin therefor to the amount of $95,500,000, and put that 
sum into the Treasury. This Department has always looked upon 
‘the sum of the coin thus obtained as an especial fund to be kept 
and relied upon as a means of redemption of United States ‘legal 
tender notes. To be sure, it has never been segregated from the 
other coin or the other moneys in the Treasury, so that a particu- 
lar mass could be pointed to as made up of that coin which came 
from the sale of those bonds; nor has the bookkeeping of the De- 
partment distinguished it from the other funds of the Government. 
But it has never been permitted that the coin in the Treasury 
should run down below the sum of $95,500,000. The public ut- 
terances of this Department have, [ believe, uniformly so spoken. 

This is the obligation of the Government with respect to main- 
taining a reserve to redeem the legal tender notes. Of course, all 
know that enormous payments are made by the Assistant Treasurer 
of the United States at New York. The Treasury is a member of 
the Clearing-house by its own choice, and has bound itself to con- 
form to the rules of the association, one of which is that all bal- 
ances shall be paid in gold or legal tender notes. It has agreed 
also to give thirty days’ notice of its intention to withdraw. In 
the event of its withdrawal it would pay all claims upon itself over 
its counter and receive all its dues in the same way. The New 
York Evening Post, in discussing the subject, says: “Suppose that 
it should pay silver, gold, and greenbacks indiscriminately, but at 
its own option, not at the option of the receiver? This would be 
equivalent, in the estimation of the public, to making all its pay- 
inents in silver. Consequently, there would be a premium on gold, 
as regards payments at the Sub-Treasury, measured by the incon- 
venience of getting Sub-Treasury money converted into ‘bankable 
funds. But since legal tender notes are redeemable in gold or 
silver at the Government’s option, it would not be practicable for 
the banks, for any long time, to enforce their own rule, which ex- 
cludes silver from their holdings. They might, and probably would 
receive special gold deposits and keep special gold accounts, but 
they would be compelled to recognize as a dollar that which con- 
stitutes the basis of both the greenback and the National bank 
note. In view of this inevitable result, it is most likely that the 
banks would anticipate it by rescinding the existing rule and con- 
forming their business to the requirements of the Government, as 
they did when the legal tender notes were first issued.” 

Silver payments, however, may be delayed in several ways. First, 
they may be delayed by paying out the legal tender notes in the 
Treasury. The Clearing-house rules permit this. Again, gold may 
be deposited with the Treasury for payment of silver certificates 
in the South when the cotton crop begins to move, and its im- 
portation from abroad is quite probable. Moreover, the danger of 
passing from a gold standard to a silver standard is so imminent 
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that many bi-metallists have modified their views, and it is highly 
probable that action will be taken at the next session of Congress 
suspending the coinage’ of silver. December is not far off, and in 
view of the change in opinion on this subject, there is strong rea- 
son for believing that the present policy will be reversed in time 
to escape from the disaster of changing from a gold to a silver 
standard. | 
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FOREIGN MARKETS. 


In former days there was not much occasion for finding an outlet 
abroad for our manufactures. Our agriculturai products long ago 
increased far beyond the home demand, and an export market for 
the surplus was found. We have been slower, however, in reaching 
a corresponding development in manufacturing. The leading manu- 
factures of iron, cotton, wool, leather and other goods, have increased 
enormously during the last thirty years; nevertheless, the growth 
in population has extended with such marvelous rapidity that 
nearly everything made was needed at home. But the time has 
come when we must look abroad for permanent markets for a por- 
ticn of our manufactured products, or we must produce less in the 
future. The improvements in machinery have’been so great, and the 
factories have multiplied so rapidly, that we may regard this phase 
in our industrial evolution as permanent and not temporary. We 
must, therefore seek markets which will need our commodities, and 
from which also can be obtained other things in return. 

Where shall we look for these breathing spots for our manufac- 
turers and traders? To a limited extent we can export to many 
foreign markets, and this we have been doing. It seems strange 
to send cutlery to Sheffield after importing enormous quantities from 
that place for a century; neverthless, the process of making many 
kinds of cutlery in this country has reached such a stage of per- 
fection that it has been exported even to Sheffield. But the countries 
of Europe are enormous exporters of a great variety of manufac- 
tured productions, and we can hardly look to that field for an out- 
let. And if we cast our eyes further eastward the same state of 
things exists. Naturally, Great Britain should furnish India with 
whatever she needs, and the same thing may be said concerning 
the adjoining countries. As for Africa, the Europeans are likely 
to quarrel for it and for its trade in a lively manner. Great 
Britain has grabbed the southern end, and France the northern 

* end, while Germany is by no means a disinterested spectator, but 
is longing to pounce on so fair a prize. Italy, too, is looking with 
wistful eyes across the Mediterranean. With so many nations eagerly 
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devouring whatever may be obtained from that bone, it is very 
clear that nothing is left for poor Uncle Samuel. But lying south 
of us is a great continent whose trade should in a peculiar sense 
be our own. First of all may be mentioned Mexico. The trade of 
this country is rapidly increasing, by reason of better modes of com- 
munication. There are papers published in Mexico whose principal 
function is to create enmity between the Mexican and American people. 
Nevertheless, we are getting more and more of the Mexican trade 
every year, and with the completion of railroads now building, we 
may fairly expect to enjoy the larger part of the trade which in for- 
mer years went to Europe. A railroad is a great civilizer and bond 
of union; the sea is a kind of barrier between countries which no 
human skill can remove. Lines of steamers may ply with ever so 
much regularity, yet they do not form that close union between 
States and people which is formed through the agency of the rail- 
road. Thus Mexico is likely to become assimilated to our own country, 
to buy of us, to be interested in our welfare, and we, on the other 
hand, in the prosperity and up-building of our sister Republic. We 
need not fear the foreign steamship lines running to Mexico; the 
railroads, which will soon be stretched into that country from our 
own, will be more than a match for foreign carriers. We wish the 
prospect was equally hopeful with respect to the countries lying still 
further South. 

The various countries of South America, on the whole, have made 
very considerable progress during the past twenty-five or thirty 
years. Of these, the prosperity of Chili is the most noteworthy. She 
has pounded Peru pretty thoroughly to pieces, and just now the 
latter country is not in a condition to trade much. Brazil has 
grown in might and power, beside developing her industrial condi- 
tion. The same also is true with respect to the countries lying 
south of her. Why should not the United States trade more largely 
with these countries? Of course, the ready answer is, for the most 
part we have been unable to supply our own home demands, but, 
as previously remarked, we have permanently passed that point in 
our industrial development. Recognizing this fact as true, we 
should no longer hesitate to establish better trade relations with 
all the South American countries. At present, we import large 
quantities of coffee from Brazil; why should we not export leather 
and cotton goods, and other commodities to the country of the 
Amazon? Certainly Brazil must obtain a supply from some quarter, 
why not from us? 

Our manufacturers should not be slow in answering this question. 
If they carefully studied into the matter to find the answer, they 
would learn several things. First of all, to trade with those 
countries, the proper transportation facilities must be established. 
We are not very strong believers in government subsidies, yet it 
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may be questioned whether or not judicious subsidies for main- 
taining steamship lines with South America would not be justified 
by the results that would follow. Perhaps in course of time the 
railway system of Mexico will be extended across the Isthmus fur- 
ther southward, uniting with the Peruvian system, and so on 
through Chili to a very distant point in the south latitude; but 
evidently that date is remote. In the meantime we must depend 
on water transportation. To secure this effectively, government aid 
is needful. Great Britain and other countries for many years have 
subsidized steamship lines; why should not our own country, with 
its plethoric income, do something in this direction, especially when 
the promise is so rich? Is not a policy of this kind quite as 
likely to yield a desirable return as some of the recent pension 
schemes ? Would not our country gain much by so doing? Could 
any mistake be committed in undertaking an experiment of this 
kind? It is true that the experiments of government subsidies, 
already tried, were not attended with the success desired, but with 
the knowledge thus acquired, could not the Government now 
wisely grant a subsidy for one or more lines to South America that » 
would yield a satisfactory return? In any eveut, this is the first step 
toward establishing commercial relations with South America. 

In the next place, the American manufacturer must find out 
what kinds of goods are needed for the South American market. 
He cannot get up any designs of his own imagining, and send 
them there expecting that they will be purchased. The foreign 
manufacturers understand this. They make and sell what is wanted 
by the people of those countries. They have such agencies and 
relations established that they keep informed concerning the con- 
dition of those markets. But the American manufacturer and 
trader can do the same thing. Certainly he is quite as smart as 
his foreign competitor. There is no reason why he should not 
awaken to the necessity and expediency of the situation. He has 
been only too slow in this matter, When the Government fur- 
nishes its aid, the manufacturer and seller should wisely and 
vigorously undertake to open up those markets and to maintain 
them. | 

If this is not done, the inevitable clearly is, the permanent re- 
striction of the market to American manufacturers. It is not ex- 
pected that the shadow which has fallen over our country will long 
continue, but after that has passed away, it would be an unrea- 
sonable hope on the part of our manufacturers to make as largely 
and sell with the same profits as in the past. That day has gone. 
If the markets of the world are not widened, the American manu- 
facturer must produce less. Even if immigration continues at the 
wonderful rate of the last ten years, yet our production cannot 
be increased as it has been without occasioning heavy loss. The 
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wise policy, therefore, clearly and unmistakably is to establish such 
relations with the markets of South America as to supply them 
with everything they need which can be profitably made in our 
own country. For example, we have been the most successful 
makers of boots and shoes of any nation in the world. Long ago 
our machinery for making them was brought to a very high 
degree of perfection. This enabled us to make fine goods at a 
very low cost. Nevertheless, the figures show that France exports 
annually far more boots and shoes to South America than we do. 
The time has certainly come when this state of affairs should be 
changed. How long before the American manufacturer and mer- 
chant will wake up to the opportunity of enriching himself by so 
slight an effort ? 
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GOVERNMENT SAVINGS BANKS. 


The British have two kinds of Savings banks—one old, and the 
other comparatively new. The old form is that of private trustee 
Savings banks, but these are strictly confined to receiving money 
and handing it over to Government officers, who invest it in con- 
sols only. The new form (established in 1861) is that of the post 
office Savings banks, under which the Government itself receives 
money through the officials of the post offices and invests it in 
the public debt, but pays to depositors a rate of interest fixed at 
two and a-half per cent. The deposits in the trustee Savings banks 
of the whole United Kingdom amount to about $225,000,000, and 
are not increasing. The deposits in the post-office banks are of 
about the same amount, but have all been made within a few 
years, and are rapidly enlarging. Their increase during the last 
year was $15,000,000. Of the post offices in the United Kingdom 
there are 7,400 which receive deposits, the number of depositors 
being-3,100,000. In both the trustee and post-office Savings banks, 
the Government has introduced the feature of investing deposits, 
if depositors request it, in consols to be purchased for their ac- 
count, and leaving them to bear the loss or enjoy the gain, as the 
case may be, of the difference in the price of consols when pur- 
chased and their price when sold in order to meet a call for the 
return of deposits. Investments of this kind amount now to $1I0,- 
000,000, having increased one-third within a year. This feature was 
introduced for the benefit of persons who desired to deposit more 
money than either the trustee or post-office banks are allowed to 
receive with an agreement to pay a fixed rate for it. 

In addition to receiving deposits, the post-office Savings banks 
have been for some time authorized to sell insurances on lives, and 
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also to sell annuities, to commence either immediately or at some 
future time, as may be preferred by the applicant. Until lately, no 
insurance on a life could be made for a less sum than {£ 20, and 
no annuity could be purchased for a less sum than £5. Now, un- 
der a new law which came into operation in May, insurances may 
be made for as small a sum as £5, and annuities as small as £1 
may be purchased. In all these ways the British Government en- 
courages thrift on the part of the poorer classes, by giving them 
the guarantee of its credit for the safety of such sums as they may 
deposit with it, and for a moderate interest on such sums, and 
also for the security and protection of such provision as they may 
be able and inclined to make for families by life insurance, or for 
their own old age by the purchase of annuities. 

The French were quick to follow the British example in respect 
to post-office Savings banks. Other European nations have been 
slower in doing that. It is only within a year or two that Austria 
and Holland have established such banks. 

None of the European countries are under any embarrassment as 
to how they shall invest moneys deposited with them. They all 
have debts, and most of them have large debts. By investing de- 
posited money in their own indebtedness, they can carry it at as 
low, and generally at a lower rate, than they can by any mode of 
borrowing. 

The credit of the United States is stronger and safer than that 
of any nation in the world. The credit of most of our States and 
of many of our cities is as well based as that of the National Gov- 
ernment, and is as equally acceptable among their own citizens. 
The nation itself, as well as States and cities, have, as a rule, been 
borrowers of money, and it is not a little remarkable that 
they have never borrowed trom the numerous persons who are 
anxious for a safe place of deposit for their savings, from whom 
loans on a very considerable scale have always been obtainable at 
a less rate of interest than from anybody else. Financial economy 
seems always to have dictated the method of borrowing by receiv- 
ing the deposit of savings, and it always was, and still is recom- 
mended by the even more important consideration, that nothing so 
encourages thrift as the existence of places of deposit in which 
there is a universal and absolute confidence. 

What has been suffered to happen in this country has been the 
monopoly by private institutions of the custody of the savings of the 
people. The great majority of such institutions have been wisely 
and fortunately managed, but the exceptions have been numerous, 
arising sometimes from fraud, and sometimes from the extraordinary 
fluctuation in the market prices of real and other property taken 
as security for loans. The difficulty is that one Savings bank failure 
will do more to impair confidence than the long-continued success 
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of twenty Savings banks will do to establish it. Confidence is not 
only a plant of slow growth, but it is a plant which can be de- 
stroyed with a single breath and in a single moment. 

The obstacle to the establishment just now of a postal Savings 
bank is the fact that the investment of the deposits in Government 
bonds would, to the extent of it, diminish the amount of bonds 
available for the purposes of the National banks, and thereby in- 
crease the existing tendency to a contraction of the bank-note cir- 
culation. It is doubtful if the opposition to a postal Savings bank 
arising from that aspect of the case can be overcome, until some 
new plan of National banking can be agreed upon, and when such 
an agreement can be effected it is impossible to foresee. It will 
certainly not be effected until the country first comes to a conclu- 
sion as to the principles which ought to regulate the total volume 
of its paper money. 

In the meantime, there does not appear to be any embarrassment 
in the way of the reception of deposits of savings by such States 
and cities as now own public debts, as the great majority of them 
do. There is no good reason why they should not receive such de- 
posits, and there are strong reasons why they should receive them. 
They could thereby reduce the rate of interest on their own in- 
debtedness, and also secure for the laboring classes places of de- 
posit for their surplus earnings which would command absolute con- 
fidence and be beyond the reach of panics, and also be really safer 
than anything of that kind which now exists. 

Savings banks, which are started and carried on for the public 
good, will not object to such a decrease of their business as may 
result from the establishment of other reliable places for the de- 
posit of Savings. The opposition to what is here proposed will 
come from that class of savings banks which are kept in existence 
for the accommodation, not of the public, but of their managers, 
who in various ways profit by their control over the money of 
others. This class of savings banks are a small minority of the 
whole, but the persons interested in them have from their activity 
an influence on legislation quite out of proportion to their num- 
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PANICS AND THE SILVER QUESTION.* 


At present we meet in the midst of some of the most interesting 
and most important phenomena of finance, the result of what is 
popularly known as a panic. A panic is possible at any time. It 
means an unreasonable fear amongst a great mass of people. At 
such times men doubt everything. They distrust their own judg- 
ment, and refuse to act, or if they act, it is in a wild and unreason- 
able manner. Your memories are yet alive with the financial panic 
of May last. The causes which led up to it, the course and range 
of its action, the results which have followed and will follow, must 
excite our deepest interest. A proper understanding of its causes 
will suggest valuable safeguards for the future. Its course of ac- 
tion, if fairly recorded, would become a most valuable reference in 
similar periods hereafter. 

To comprehend its full and final effects is important to us all. As 
the physician is called upon in ordinary periods to deal with ordi- 
nary troubles, but must be prepared in times of epidemic to deal 
wisely with extraordinary cases, to which he is not accustomed, so 
we, dealing with the body politic, must be ready to act well not 
only in the ordinary course of banking affairs, but also in the extra- 
ordinary periods, when men’s fears and unreason are epidemic. Up- 
on our wise action in such emergencies our own safety and the 
material welfare of the whole people largely depend. Is it not pos- 
sible for this Association to establish firmly the true line of action 
upon which such crises should be met, to establish it so that all 
men shall know that it is the right line of action, and so that all 
banks of our land, acting upon this single line, can move as a unit 
to meet and overcome the threatened danger? In other words, are 
we not able to agree upon the true remedy for a financial panic, and 
so agreeing, can we not act consistently in its application ? 

It is undeniable that as bankers we have a duty in this matter. 

The preservation of our own interests and a proper regard to the 
trusts we assume towards the commercial community, both empha- 
size it. 

I am not setting forth any new doctrine in affirming that the 
true remedy for a panic is of a twofold character: 

First.—The maintenance, in al] ordinary times, of adequate cash 
reserves. 

Second.—A liberal use of the cash reserves in times of panic by 
judicious loans. 

* This article contains the principal portion of the inaugural address of Lyman J. 


Gage, of Chicago, President of the American Bankers’ Association, at the recent Saratoga 
Convention. 
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The National Bank Act fixes the minimum of reserves for banks 
located in the so-called redemption cities at twenty-five per cent. 
of their deposits, one-half of which may be redeposited with ap- 
proved New York City banks, and thus it comes that New York 
banks are the final holders of an important part of all our bank 
reserves. For National banks located in the City of New York, a 
full reserve in legal money of twenty-five per cent. is by the law 
required. Experience, I think, proves that if applied to the New 
York banks as holders of the final reserves, this minimum is too 
small. It is not an adeguate cash reserve. It does not furnish the 
proper sense of strength and security to the banks themselves when 
the hour of trial comes. The result of experience is the final test 
of every theory and every action, and guided by this test the mini- 
mum of twenty-five per cent. is too small. <A larger ratio should be 
voluntarily adopted, or by the law be required. 

The maintenance of adequate cash reserves is, however, but the 
negative or passive side of this remedy. It has an active side, and 
this active or positive side is found when, in the hour of panic and 
fear, the accumulated cash reserve is freely used in generous but 
judicious loans. 

The opposite course has seemed the more popular, viz.: a gradual 
depletion of the cash reserves in times of peace and quiet, followed _ 
by sharp contractions in the moment of panic. An eminent writer 
has said: “Lending cures panics, while non-lending or niggardly 
lending aggravates them. With the advantage of credit we must 
take the disadvantages, too—but to lessen them as much as we can 
we must keep a great store of ready money available, and advance 
out of it very freely in periods of panic and in times of incipient 
alarm.” In the panic of 1826, the Bank of England, after vainly 
endeavoring to protect itself for a considerable time by refusing to 
make loans, suddenly changed its action, and thereafter it did as 
was stated in the evidence taken before a Committee of the House 
of Commons: “ During its continuance,” said Mr. Harmon, Gov- 
ernor of the Bank at the time, “we lent by every possible means, 
and in modes that we never had adopted before. We took in 
stock as security; we purchased Exchequer bills; we made advances 
on Exchequer bills; we not only discounted outright, but we made 
advances on deposits of bills of exchange to an immense amount, 
in short, by every possible means consistent with the safety of the 
bank; and we were not, upon some occasions, over nice. Seeing 
the dreadful state in which the public were, we rendered every as- 
sistance in our power.” 

The New York banks as a body, are the ultimate or final holders of 
the cash reserve. They bear to the banks of the country a relation 
similar to that of the Bank of England in its relations to the British 
Banking system. As has already been seen, experience has taught 
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the Bank of England its true duty and its path of safety. It always 
lends in a panic more freely than in ordinary times. Its refusal in 
a time of financial alarm to make advances on customary securities 
would shake the whole financial fabric to the ground. Two things, 
however, distinguish it from any bank or body of banks in this 
country : 

First—The power to raise the rate of interest without limit. 

Second.—The power to issue its own notes. 

The Act of 1844, it is said, restricts the latter power, but this 
restriction has been several times violated, and all the world knows 
it will be again violated, when occasion shall demand. 

By raising the rate of interest in ordinary times, it checks the 
demand for loans and recovers a falling reserve. By its ultimate 
power to issue notes beyond legal restrictions, it lends in time of 
panic without fear. : 

With us an absurd usury law takes away the power of control 
over the reserve, which an elastic rate most effectually furnishes. 
And to the ultimate banks who hold the final reserve—as do the 
New York banks—there is no existing avenue of expansion or relief. 
In the exciting issues of a financial panic they find themselves 
charged with the gravest responsibilites. In addition to the com- 
mon relation of a bank to its depositors and dealers, the New York 
banks are the holders of reserves for banks of every name scat- 
tered over the United States. These interior banks also cherish the 
assurance that they may look to the New York banks for reason- 
able advances when local exigencies require and the general course 
of affairs justifies this expectation. Amid these varied obligations 
and duties the New York banks in May last, were suddenly called 
to a most vivid and painful realization of their great responsibilities. 

The sudden collapse of a large bank, under circumstances indica- 
ting very loose if not corrupt methods, followed as it was by the 
immediate suspension of one or two others holding large deposits 
of money, destroyed confidence in a moment, and sent a deep thrill 
of apprehension over this country, An incipient panic, threatening 
to assume frightful proportions, was everywhere witnessed. 

The wise readiness and heroic courage displayed by the-Clearing- 
house banks in this exigency was as remarkable as it was effective. 
In the panic of 1873 similar measures were adopted, but not until 
after much injurious delay. At this time it was prompt and de- 
cisive. We, who were farthest away from the exciting scenes, can 
testify to the relief their action gave us. In the city it immedi- 
ately restored confidence in the banks, and at all interior points it 
quieted rising apprehension. 

The adoption by the New York banks of the so-called Clearing- 
house certificates was a practical though partial recognition of the 
principle here contended for. 
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_ It was practical, because through the use of these certificates, 
every bank creditor at the Clearing-house, became a willing lender 
of its entire credit balance to any debtor bank or banks desiring 
to borrow. 

It was partial, because the benefit of this operation was so much 
restricted. With a larger cash reserve here contended for, and with 
the right to raise interest rates so as to bar out mere panicky bor- 
rowers, the issue of these certificates would have enabled the New 
York banks to meet every legitimate call for loans. As it was, 
they were in a position to lend with considerable freedom, as the 
total cash reserve was made available at any point; but it would 
seem, if observation may be trusted, that such power was not exer- 
cised. A vigorous policy of contraction in loans was the observed 
rule—a policy which was oppressive to debtors, injurious to the banks 
themselves, and detrimental in its widespread effects to industrial 
interests everywhere. This policy found a ready if not necessary 
imitation in all the cities and villages through the land. But the 
general adoption of such a course does not justify it as wise, though 
where a common sin prevails criticism is disarmed, even if the sin be 
acknowledged. The prevalence of an evil policy makes individual 
exception difficult if not impossible. 

A banker who should try the remedy of expansion, when all his 
neighbors were enforcing contraction, would soon find his reserves 
transferred to his neighbor’s vaults. 

The principle does not admit of partial application. It must be 
thoroughly embraced and generally acted upon, or it will fail. 

If these reflections upon the remedy for financial panics are justly 
founded, three general suggestions are in order: 

First—The keeping of cash reserves considerably larger than 
twenty-five per cent. in ordinary periods. by banks in the reserve 
cities. 

Second.—A repeal of usury laws—thus leaving the price of money 
to be regulated, as are all other commodities, by the law of supply 
and demand. 

Third—The adoption of some rule to secure a uniform practice 
in loaning freely, in times of panic, out of the cash reserves. 

It will be said that public prejudice renders it idle to expect a 
repeal of the usury laws. That must be for the moment admitted. 
It still remains, however, that true principles make their way and 
receive final adoption through being held to the public mind until 
their value is recognized. | 

It will also be said in answer to the third suggestion, that no 
rule of the kind indicated can be devised susceptible of enforcement. 
In such an answer I cannot concur. The Clearing-house certificates 
prove that co-operation in one respect at least may be secured. A 
trusted committee of the Clearing-house Association issues these 
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certificates against the pled:e of securities they deem sufficient, and 
all members receive the certificates at their face. Why could not 
another committee of equal prudence make all the loans in times 
of panic to the public, with funds furnished for that purpose by 
all the banks, in proportion to their cash reserves from day to 
day? For the funds so received, certificates could be issued to the 
contributory banks, which also should be receivable through the 
Clearing-house in settlement of balances. 

This is merely a suggestion to indicate that through study and 
reflection a solution can be found. In this hasty presentation I 
have purposely omitted many details of argument. Several ques- 
tions remain which no doubt affect it—questions of interest on 
deposits, the methods and direction of bank loans, and other ques-. 
tions quite subordinate. If your minds are engaged with the theme, 
its full treatment is in your hands. 

It is at last, perhaps, a choice between evils. 

A panic is an agent of destruction. Left to run its course, like a 
conflagration, it will cease only when all it feeds on is destroyed. 
With approved engines, we put out incipient fires. With improved 
guards, we have brought down the percentage of steam boiler ex- 
plosions to a practical nullity. Dynamite is transferred in safety 
from one end of the country to the other, to do useful work in 
quarry and mine. Electricity lies under control, and lights of 20,000- 
candle power turn night into day. 

Shall we now admit that in the realm of banking and finance a 
higher degree of perfection cannot be reached? Our conquests in 
other fields are a sufficient affirmation that we shall not fail in this. 

I have already sufficiently taxed your patience, but you must 
bear with me if I briefly allude to another subject daily grow- 
ing in importance. I refer to what is known as the silver ques- 
tion. 

The question has been long under debate. The issues involved 
have been affirmed—denied—and declared to be _ indifferent—un- 
worthy of debate. Events, which I will not stop to enumerate now, 
indicate that these issues, whether good, bad, or indifferent, are 
likely to be realized at no distant day. 

The position of your association has been consistent from the be- 
ginning in resisting by voice and influence the progress of the silver 
movement, and it is not out of place to reiterate our objections and 
restate our reasons for so objecting. Our objections do not lie in 
the fact that the silver standard is peculiarly inimical to the inter- 
ests of banks. On the contrary, I affirm that aside from the bene- 
fit conferred on silver mining interests, bankers and money brokers 
are the only class likely to reap advantage therefrom. 

These advantages to bankers and money brokers will be consider- 
able, and they will be immediate. 
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It is asked how this can be? 

The answer is not remote. It is now generally admitted that © 
what is called a double standard is not a practical and enduring 
possibility. | 

With gold and silver both current one must be superior and the 
other subordinate. At this hour such is the fact with us. Gold 
is the recognized money of accounts, and silver circulates in a re- 
duced volume by the sufferance of the commercial community, but 
in a purely incidental and subordinate relation. The continued in- 
filtration of silver coin and silver certificates into the channels of 
circulation, supported and enforced by the Treasury Department, 
threatens to soon reverse the present relation of the two metals in 
our financial system. When that shall be accomplished, silver will 
be the money of account, and our gold coin, possessed, as it is, of 
a higher commercial value abroad, will either be hoarded at home, 
or seek its higher exchangeability in other countries, 

I have said that the banking class would find advantages in this 
shifting of standards. 

It will occur in two ways: 

First—Through the profit arising from exchanging with the 
public the then absolute money on account, gold, for the new me- 
dium, silver. 

Second.—With silver payments made respectable, the banker will 
find as good protection as he now enjoys against dangerous runs, 
with much lower average reserves, and the difference he can lend 
at a profit. : 

The bulky character of silver also will render the banker’s ser- 
vice to the public the more indispensable. It is true that the 
purchasing power of his capital—when counted in silver—will be 
much reduced; but as he is never a biyer—always a lender—this 
will not consciously affect him, or if it does, the conversion of 
his present gold reserves, with their accompanying premium, into 
the lower silver standard, will nearly, or quite, make good such 
loss. 

Why, then, do we oppose a movement which promises these 
benefits? We oppose it, notwithstanding these temporary and un- 
worthy advantages, because, taught by the nature of our relations 
to reason on these things, we perceive, or honestly think we per- 
ceive, that the adoption of silver as the money of account will 
be detrimental to our commercial and industrial interests, and in 
the prosperity of these our highest welfare is closely bound. 

How then will our industrial and commercial interests be adversely 
affected P 

We are a commercial people. The extension of our trade and 
commerce over all seas, and with all people, is recognized as a 
most desirable object. At present, the extent of this trade and 

12 
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commerce is limited. Older nations have naturally been in advance 
of us in the world’s markets, and we are met by this embarrass- - 
ment. 

Another fact exists. It will not be disputed, viz., that for all 
our commercial transactions with other people, settlement must be 
made in the London money market. If we buy sugar in Cuba we 
pay in London. If we sell goods in Brazil, we take in English 
funds payable in London. So that whether we buy or sell in the 
course of our foreign trade, London is the settling house for all 
this trade. At the present moment our financial system rests 
upon, and our commercial values are measured by, the same me- 
tallic standard, viz., gold coin. Our gold coin shipped to the 
British mint may be coined into sovereigns at a nominal expense, 
and English sovereigns shipped to us may be transmuted into our 
gold coins at no material cost. Thus in the competitive struggle 
for a place in foreign markets we enjoy a great advantage in using 
the same metallic money standard. 

The rise and fall of gold, or the rise and fall of commodities in 
their relation to gold, affect us in our great competition in an ex- 
actly similar manner. We enter the commercial contest with weap- 
ons equally matched. Now, it is proposed to voluntarily surrender 
this important condition. With silver money of the present weight 
and fineness the recognized and established money of account in 
our domestic affairs, we shall have our industrial exchanges carried 
on under a money standard about fifteen points removed from the 
English or settling-house standard. Our domestic values will rise 
and fall in relation to an entirely different standard. Can anyone 
measure the deranging influence of this fact upon our foreign trade? 
But this indirect and ambiguous adverse influence is not all. In 
every settlement abroad we shall be at the disadvantage of con- 
verting our domestic money of account, silver, into the English 
money of account, gold. And that this will always be at a charge 
to us is plain, if we reflect a moment. Thus, if in settling balances 
abroad specie shipments are required, we must send either gold or 
silver. If we shall send silver, it will be converted at our cost in 
the English market into their money of account, gold. 

If, then, we ship silver, it will disturb the previous equilibrium 
of the market there and reduce the price. If we shall send gold, 
its purchase in our market will disturb the previous equilibrium of 
our market, and advance its price, and contrarywise, if in the settle- 
ment of balances we receive money from abroad, it will be in a like 
measure against us. 

If we buy silver in the English market, it must enhance its pur- 
chase price. If we bring gold, it will find a falling market here; 
whether we pay or receive therefor there will always be an unknown 
percentage against us. Not only will this be so when actual bal- 
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ances are thus boldly transferred, but also in the ordinary course of 
settlement through the medium of bills of exchange, which, to a 
large extent, meet and cancel each other. The influences just de- 
scribed will be taken into account by the exchange dealers, and ‘a 
larger margin of profit than is now required will of necessity -be 
then exacted. We ali know that trade turns upon small percent- 
ages, and the larger the transaction the more influential is a frac- 
tional per cent. It follows, then, that with silver the established 
money of account at home, our foreign trade will be prejudiced 
and restricted. It follows, also, that those who furnish products to 
go abroad, must furnish them at a price somewhat less than those 
who consume products brought from abroad—must pay somewhat 
more to make good the increased margin for cost and risk in con- 
verting the unrelated standards of the two countries. It will give 
an increased profit to dealers in foreign exchange. It will force the 
importer to add an extra per cent. to his otherwise selling price. 
It will make the exporter deduct a percentage. from his otherwise 
purchasing price. Who will suffer therefrom? The industrial classes 
who produce and consume the exchangeable products. Why should 
this wrong be perpetuated? Will it protect and advance our silver 
interests? If so, it will be a benefit to a class aggregating in num- 
ber about one hundred thousand. Will it adversely affect the in- 
terests of our agricultural and other industrial classes? If so, and 
it is this we affirm, it will prejudice the welfare of our whole 
people. For, in these two classes our entire population is substan- 
tially included. 

I have dealt with this aspect of the question because I have not 
seen this feature sufficiently emphasized, and I will not detain you 
with other considerations. I do not doubt that some of you will 
give this and other sides of the subject a clearer and more compre- 


hensive treatment. 
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FINANCIAL FACTS AND OPINIONS. 


During July, the first month of the current fiscal year, the re- 
duction of the net debt was only $3,993,288. The available cash 
balance at the end of the month was $139,118,903; but this was 
reduced the next day by the maturing, August 1, of a call for 
$10,000,000 of bonds, some portion of which, however, had been 
paid by anticipation in July. The reduction of the customs revenue 
in July, as compared with the same month of last year, was $3,- 
558,762. As the rate of the duties was the same in both the 
months, the reduction of revenue may be taken as the measure of 
the diminution of the importation of dutiable articles. It may be 
expected to continue during the year, and probably longer, as our 
foreign trade is falling off, and must fall off, from the depression 
of prices and business. When Congress reassembles we shall hear 
less about the surplus of $100,000,000 than we have heard hereto- 
fore. . That surplus, which some persons believed to be permanent, 
will dwindle rapidly so far as the customs revenue is concerned, 
and also as respects the internal revenue after the first of next 
March, when the extraordinary payments of whiskey taxes come to 
an end. It will be fortunate if the actual surplus of the current 
year proves to be large enough to meet the requirements of the 
sinking fund, which is $46,269,756. 

During the month of July $6,000,000, in round numbers, of the 
threes deposited by the banks for circulation were withdrawn, 
and $4,500,000 of higher interest bonds substituted. If circum- 
stances continue to favor the purchase by the banks of the fours 
and four and a-halfs for circulation purposes, the contraction of the 
bank-note currency during the current year will be small, inasmuch 
as the Treasury calls of the threes will certainly diminish. 

Poor’s Manual for 1884 shows that at the end of 1883 the total 
share capital of the railroads of the country was 3,708 million dol- 
lars, with a total funded debt of 3,455 millions, and with other lia- 
bilities amounting to 332 millions. The facts as to the capitalization 
and debts of these roads are carefully collected, arid they are im- 
portant to be known to everybody who buys or sells their shares or 
bonds, but they throw no light upon a question of great public 
interest, and that is the actual amount of money expended in the 
construction of these works. As to the older roads, it would prob- 
ably be now impossible to ascertain that fact with any reliable ac- 
curacy, and it would not be possible in respect to the newer roads, 
except through commissions authorized to examine witnesses and 
inspect books. In a rough way, the public have come to the con- 
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clusion that on the average at least half of the capital represented 
by the bonds and shares is pure water. 

Many persons are reported as believing that we are to expect 
considerable importations of gold from Europe during the current 
fiscal year, and that such importations will commence this fall. 
There are only two causes for such importations. One is a favor- 
able balance of our foreign merchandise trade in excess of the in- 
terest and other current claims which foreigners have upon us. The 
other is a sale abroad of more stocks and securities than are re- 
turned by foreigners to our markets. As to the probable magnitude 
of the favorable balance of the merchandise trade, the good crops 
of the year assure exports large in quantity, but the prices obtained 
will be low, and it is much to be feared that the extreme pros- 
tration of European markets will force an unusual importation of 
European goods, without regard to the sacrifice made on them. 
As to investment securities, they will hardly move from this side 
of the Atlantic to the other, so long as there is so much capital 
here for which the owners cannot find any employment which is 
satisfactory to them. As to speculative stocks, in which category 
public opinion now places the great body of American railroad 
stocks, it is impossible to foresee what whims and fancies may influ- ' 
ence those who gamble in them. On general principles, however, 
it may be concluded that New York will continue to be a better 
market for them than can be found abroad, because it is here that 
the great pools exist, which are compelled by the instincts of self- 
preservation to uphold them. | 

In one column of the London L£conom7st of July 26 it is stated 
that “American securities have found a somewhat better market 
here since they suffered their heavy drop in prices,” but in another 
column the following statement is made: 

There are many securities which bankers have for the time closed 
their doors against, as, for instance, they have now done against 
American and Canadian railways. 

These statements were, of course, made by different writers, but 
we attach no importance to the statements made by the writers 
for any of the London financial journals as to which way at any 
given time the balance of the flow of securities between London 
and New York is. Each writer adopts the view of some particular 
stock dealer, or perhaps of two or three stock dealers, whose im- 
pressions are derived from the course of their own business, and it 
will commonly happen that while some dealers think that London 
is buying more of New York than it is selling, others will think 
that London is selling more than it buys. From the nature of the 
case, the flow of securities cannot be determined as the flow of 
merchandise can be, and statements about it are always a matter of 
guesswork, and the guessing is frequently very wild. There are no 
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custom-house entries about it, and there is no direct evidence of 
any kind by which it can be determined. 

If we take the larger question, whether the United States 1n its 
dealings with England and all other foreign countries is buying 
more securities than it sells, we can arrive at a satisfactory conclu- 
sion from the course of its foreign trade, including merchandise, 
coin and bullion. When, as during the last fiscal year, the favor- 
able balance exceeded our annual interest account due to foreigners 
the amounts expended abroad by American travelers, and the 
freights paid to foreign ships, we can safely assume that we bought 
more securities in Europe than we sold there. 

The Treasury department is taking steps to keep up the supply 
of new $1 and $2 Treasury notes, to take the place of those 
which are worn out. It would appear from this that the appropri- 
ation by Congress, for the engraving, &c., of Treasury notes, was 
large enough to maintain the full volume of all denominations. 
The country will be glad to know this, as*the $1 and $2 green- 
backs, are a popular and acceptable currency. Mr. Blaine, February 
15, 1878, said, in respect to an attempt of a senator from this State 
(Mr. Kernan) to suppress them: 

The point involved is the abolition of one and two _ dollar 
notes. [ do not believe the people of the United States will ever 
egree to that, specie payment or no specie payment, silver or gold. 
They want the one and two dollar bills. They are a great conve- 
nience, and I do not believe they will ever be dispensed with. I 
am opposed to retiring any of these bills. 

The London Economist (July 26) says that rates of interest in 
London are low beyond any former precedent, and even affirms that 
cases of loans at a-quarter per cent. per annum have occurred. In 
reference to the two per cent. rate of the Bank of England, estab- 
lished June 19, it says that the bank does not announce any rate 
lower than that, but -that if it did not make private arrange- 
ments with customers below that it would be compelled to go out 
of business. The earliest announced rate of two per cent. at 
the bank was in 1852, and the table of the periods of its subse- 
quent occurrence confirms the statement of the EZconomdst that 
very low rates of interest are simultaneous with very low 
prices of commodities. That fact. has always been _ noticed, 
and the reason for it is not far to seek. Falling prices de- 
stroy the profits of trade and of productive industries, and when 
there is no inducement to new undertakings, interest is only obtain- 
able from individuals upon old loans, or from taxpayers through 
the instrumentality of public debts. As the fall of prices progresses 
the securities for past individual loans become inadequate, and many | 
public debts cannot be paid because the ability of taxpayers depends 
upon the amount of money which their products will command in 


the market. 
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On the 11th of August, the City of New York offered $1,180,000 
of its three per cent. bonds, free from city taxation, and payable, a 
portion in ten years, and a portion in twenty years. They were all 
taken at par, except $20,000, for which a pemium of zy of one per 
cent. was obtained. This is borrowing at a low rate, compared with 
the rates to which we have been. heretofore accustomed, but the day 
of high rates on securities recognized as sound has gone by in this 
country. | 

In the review of the financial situation, made in the United 
States Senate, July 7, by Mr. Allison, he figured the surplus of the 
current fiscal year at from $20,000,000 to $25,000,000, in addition 
to the sinking fund, which is $ 46,269,756, “assuming that our in- 
come from imports and internal revenue will be substantially as 
last year,” but he prudently added that the question whether this 
assumption would prove to be true, was “also an element to be 
taken into account.” During July, the first month of the year, the 
tariff revenue fell off $3,558,762, and if the existing depression con- 
tinues, which is as certain as anything future can be, it will fall off 
through the whole year. 

Our foreign trade in merchandise, excluding coin and _ bullion, 
shows during the fiscal year ending June 30, 1884, a decline of 
$83,235,842 in the exports, and of $55,466,351 in the imports, as 
compared with the fiscal year ending June 30, 1883. These are 
money valuations, and it is doubtful if there was any decline in 
quantities. Notwithstanding the larger crops of this year, a further 
decline of the money value of both imports and exports may be 
expected, and, of course, a further reduction of the tariff revenue. 

The hopes of a large yield from the gold mines of Cceur 
d’Alene (Idaho), which led to such a rush of people there last 
winter, have entirely died out. A recent number of a newspaper, 
started there during the excitement, says, that ‘“‘never in the history 
of Idaho Territory has there been so flat a collapse.” 

The iron and steel ships finished on the Clyde during the first 
half of 1884, amounted to 149,923 tons, as compared with 195,986 
tons during the first half of 1883. The number under construc- 
tion at the end of June was ninety-four, as compared with 135 at 
the same time last year. These figures show a large falling off, 
but not such a complete collapse in the business as some accounts 
had led the world to believe had taken place. 

The States of the Latin Union have called a conference on the 
twenty-first of October, to agree (if possible) upon revised terms 
under which the treaty between them, which expires December 31, 
1885, may be further extended. 

Henry H. Gibbs, ex-Governor of the Bank of England, has 
been very conspicuous in the efforts made to induce England to 
coin silver. On the third of last July he published a letter declar- 
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ing that he had “no present hope” that these efforts would suc- 
ceed, and that it must be regarded as settled that England will 
adhere to the single gold standard. So far as we know, the silver 
men in this country have all along insisted that this would turn 
out to be so. Mr. Gibbs urges the bi-metallists of Europe to be 
satisfied with England’s continuing the free coinage of silver in 
India. We judge from such information as we can get that the 
German opinion is against resuming the coinage of silver, unless 
England will coin silver at its home mints, as well as in India. 
Everything looks like the continuance for a long time yet of the 
present status of Europe on the silver question. 

The London Mark Lane Express of August 11, says that the 
average price during the preceding week of English grown wheat 
was 37S. 6d. per quarter, as compared with 43s. 6d. during the cor- 
responding week of 1883, and it adds that “present symptoms indi- 
cate a rapid subsidence of values to a level hitherto unknown.” 
England is the great buyer of wheat, and the Wark Lane Express, 
as the organ of English interests, is naturally an habitual propa- 
gator of pessimist views as to the future of the wheat market, which 
may not be so bad as the Express pred@&ts and doubtless hopes it 
will be. But the whole world has gone to raising wheat, and prices 
are likely to be very low for a period the end of which cannot be 
foreseen. 

The persons who believe that great corporations wield too 
much influence in this country may be recommended to France as 
a more desirable place of residence, if we can believe that the 
Paris correspondent of the London Lconomzst, of June 21, was well 
advised in saying, apropos of a vote of the Chamber of Deputies, 
that the match monopoly, instead of being continued in the hands 
of the company. which has had it for nine years, should be put up 
at auction : 

The Chamber is always ready to put the screw on any company, 
as it has done with the railways, from the idea that + form a 
financial aristocracy. The Bank of France must know what it has 
to expect when it shall apply for a renewal of its charter which 
will expire in 1897. 

Among miscellaneous papers of the late Prof. Jevons, recently 
collected and republished in book form, is one advocating the issue. 
of £1 notes by the Bank of England, with the condition that 
“they be issued on the firm basis of the Bank Charter Act” of 
1844. The distinguishing feature of that Act was, that a fixed 
amount of the total issue of the bank should be without any gold 
behind it, and that against any excess above that amount the 
bank should hold gold pound for pound. Unless there is an en- 
largement of the amount of issues against which no gold is kept, 
the issue of £1 notes will accomplish nothing in relieving the con- 
striction of gold, and neither Jevons, nor any of the commentators 
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upon him, explain what their ideas are on that vital point. The 
fixed issue of the Bank of England, that is to say, the issue with- 
out gold behind it, might be enlarged without circulating £1 notes, 
although the enlargement which could be safely made would be 
much larger with such notes than without them. The principle 
upon which the amount of the fixed issue was established in 1844 
was, that it should be such an amount as would be certain under 
the worst circumstances to remain always in circulation and not be 
presented for redemption. The amount certain to remain in Cir- 
culation now must be much greater than it was forty years ago, 
when the British population was much less than it is to-day. Fur- 
thermore, it is plain that the quantity of bank notes which the 
currency of any country will absorb must increase, in proportion as 
the denominations of such notes fit them to occupy the various 
channels of circulation. As it is now in England, with no note 
below £5, it is only a small fraction of the population which ever 
handles a bank note. But there is no indication that the Eng- 
lish will, within any near period, either authorize £1 notes or en- 
large the fixed issue of the Bank of England. 

The press in Paris, and correspondence inspired in that city, con- 
tain stout denials of the damaging statements published in this 
country in respect to the progress, or rather the alleged want of 
progress, of the Panama Canal. The view of the financial coterie 
which sustains Lesseps is, that the canal will certainly be completed 
within the eight years originally contemplated. The contrary view 
is ascribed to the “jealousy of American journals at the prog- 
ress made in the Isthmus,” and it must be admitted that some ill- 
will as respects the enterprise of Lesseps has been shown, not only 
by some journals, but by a few politicians in the United States. 
But we see no evidence, and do not for a moment believe, that the 
great mass of the American people have any feeling of jealousy or 
ill-will about it. Inasmuch as neither the Government of the 
United States, nor any company formed here, has ever proposed 
to put a dollar into the enterprise, or would have been likely to 
put a dollar into it for years to come, we have no right to object to 
its being undertaken by French capital. And considering the great 
power of this country, and the advantage we have over any Eu- 
ropean nation, in the matter of proximity to the proposed canal, it 
need not be apprehended that our use of that waterway, if it is 
ever opened, will not be on as good terms as are accorded to others. 
There are always ambitious persons among our public men, who 
like particularly well to pose as the special defenders of American 
rights. But the people of this country estimate at their true value 
the pretensions of such persons, and will take care that they are 
not allowed to embroil us in controversies with foreign nations about 
things which do not really involve either our rights or our interests. 
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THE MONETARY QUESTION AND THE LATIN UNION,* 


The monetary question, after slumbering for a time, is again agi- 
tated, and renewed interest is given it by the approaching expira- 
tion of the convention signed in 1878 by the nations of the Latin 
Union. In France and Italy public attention is called to it by the 
important interests attached to it, and by the economic modifica- 
tions of exchanges during the last six years. M. Luzzatti, in the 
Nuova Autologia, and M. Cernuschi, in a pamphlet, have interpreted 
the fears or wants of the statesmen of the powers directly inter- 
ested, and they have called forth studies which will soon be trans- 
formed into decisions. 

France, from her geographical situation and important interna- 
tional relations, is more than any other country interested in the 
solution. Twenty years ago she brought about the meeting, sanc- 
tioned by the monetary convention of Paris, and more than any 
other country, also, she has a right to give expression to her views 
on the resolutions that must result from the approaching con- 
ferences. 

To obtain an exact idea of the present condition of monetary 
matters, it is indispensable to consider the past, to recall the pre- 
liminaries of the primary Act of 1865, to follow its various trans- 
formations, and, after explaining the practical consequences drawn 
from it by events, to come to some definite conclusion in the face 
of present difficulties and future possibilities. 

The Latin Union is the result of an agreement signed December 
23, 1865, by France, Belgium, Italy and Switzerland, to which Greece 
was added January 1, 1869, and it was brought about by a great 
change occurring at this time in the relation between the two 
precious metals forming the basis of our monetary system. 

As early as 1850 the discovery of gold in California and Aus- 
tralia had attracted the attention of the countries having a double 
standard and of specialists. to the probable consequences of a trans- 
formation, as rapid as unexpected, in the method of settling inter- 
national transactions. From the increased importation of gold into 
Europe silver showed itself more rarely in circulation, and there 
was a considerable decrease of the production of the mines. Hence, 
there resulted, in daily commercial relations even, considerable em- 
barrassment, since, notwithstanding the diminished importation of 
the white metal from the producing countries, the exportation of 
silver to India and other countries with a silver currency did not 
slacken, so that the stock in Europe was correspondingly reduced. 

* Adapted from the French of Octave Noél. 
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At the beginning of 1865, the situation calling for governmental 
intervention, Belgium had a meeting of delegates from the most 
interested nations; then, with the consent of France, she sought 
to retain her small money by a reduction of her secondary silver 
pieces. Switzerland adopted the proportion of 55%, Italy that of 
{5 for coins of two francs and under, and Belgium adopted -,%,, 
in imitation of France. 

The first effect of the projected conference was to do away with 
differences in monetary legislation, to tend toward the unification of 
money. The four contracting countries agreed to coin their five- 
franc pieces of silver, with a uniform diameter of thirty-five milli- 
meters. The silver pieces coined under the conditions agreed upon 
were to be legal currency between individuals in the State issuing 
them up to the amount of fifty francs for each payment; the public 
treasurers of the contracting States were to accept the silver money 
coined by one cr several of the other States of the Union to the 
amount of 100 francs for each payment; finally, each of the Gov- 
ernments was to accept from individuals, or other public treasuries, 
the small money issued by itself in exchange for an equal value of 
current money in gold or silver pieces, with the condition that the 
amount presented for exchange should not be less than too francs. 
The agreement began its operation August 1, 1866, was to expire 
January 1, 1880, if announced six years before. In the contrary 
case its duration was to be prolonged for fifteen years more. 

Belgium raised the question of the standard. Its representative 
said the coinage of depreciated fractional money was only an ex- 
pedient—it was but half of a solution, recourse must be had to 
the gold standard, the silver five-franc piece must be done away 
with or coined like smaller pieces. The French Government ad- 
journed the solution of this question, which, however, was the only 
one to survive the crisis, The annual production of gold fell off, 
the metal more generally employed weighed less heavily upon the 
European markets, and the extraction of silver resumed its former 
activity. Before two years had passed since the formation of the 
Latin Union the question of principle was enlarged, and the grow- 
ing tendency toward the unification of money revived the idea of 
the standard, and gave it a hitherto unknown force. 

An International Conference met at Paris during the Universal 
Exposition of 1867, to deliberate upon the creation of a uniform 
money. Besides the States signing the convention of 1865, it com- 
prised the Pontifical States, England, Austria, Prussia, Russia, the 
Netherlands, Portugal, Spain, the United States, Denmark, Sweden, 
Norway, Turkey, Greece, Bavaria, Wurtemburg, and Baden. 

From the opening of the meeting the want of agreement aris- 
ing from the standard used in different countries was so marked 
that the representatives of Italy, Switzerland-and Belgium asked 
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France to consider the adoption of the exclusive gold standard, 
in the hope that some great commercial countries would thus be 
induced to accede to the convention, suppressing frontiers for the 
circulation of money. 

The proceedings of this commission testify to the superior interest 
attached by all the powers to the success of a doctrine whose 
truth was proved by daily experience. The delegates, almost unani- 
mously, after showing the dangers of the double standard, applied 
themselves to demonstrating that “gold is eminently the money of 
civilized nations, and that this part is assured to it by the facility 
of counting it, by its intrinsic value, and by the very difficulties of 
its production.” 

Upon this special ground. international unity might be effected. 
The type remained to be adopted, and it seemed as contrary to 
practice as to theory to found the system on variable bases. France, 
for the time, did not think best to acquiesce in the proposed solu- 
tion; she was, moreover, bound by a special treaty with the nations 
of the Latin Union; this treaty gave legal currency to both gold 
and silver; its Government could not break the contract of 1865 
without compromising both the question of the standard and that 
of monetary unification. 

Practically, therefore, the conference of 1867 could not succeed ; 
though it affirmed a principle, it could not establish a definitive sys- 
tem. Until 1878 the question remained unsolved; silver continued 
to depreciate, rendering an understanding about the double standard 
more difficult than ever. Germany has decided upon the adoption 
of a single gold standard and the demonetization of its silver; 
Holland, for the second time in twenty years, modified its metallic 
system, and rejected silver for gold; the Latin Union itself, follow- 
ing the economic current, made its meetings annual, and after re- 
ducing every year its emissions of silver coins, decided upon defini- 
tive suspension. 

Under these conditions the conferences preceding the renewal of 
the Union opened. From 1874 to 1878 delegates from the States 
signing the convention of 1865 met to study the new situation due 
to the growing depreciation in the price of silver, and to remedy 
the inconveniences resulting from events since 1870. The mining 
statistics showed a sensible diminution of the production of gold, and 
a simultaneous increase of that of silver. The relation between them 
had risen from 15.5 to 17.96 in 1878, occasioning a loss of eighteen 
per cent. 

The Latin Union, alone in maintaining the double standard, was 
first to feel the approaching crisis, aggravated by the demonetization 
of the thalers in Germany, and by the decision of the Scandinavian 
States and Holland to adopt the single gold standard. The con- 
ference of 1878 was called to deliberate, and delegates from the 
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powers of the Latin Union met at Paris to settle upon new terms 
for the convention to be signed. 

The convention was adopted November 15; the high contracting 
parties accepted the suspension of silver coinage from January 1, 
1879, except for Italy, which, desirous of taking .out of circulation 
its paper money of denominations less than five francs, was author- 
ized to coin in 1879 five lire pieces to the amount of twenty million 
francs. 

The situation of the white metal however did not improve, and 
the United States, particularly interested in keeping up the use of 
silver, as abundantly furnished by its mines, tried in vain to bring 
about some sort of agreement based upon the adoption by all the 
States of Europe and America of the double standard, with a ratio 
fixed by international agreement between the two precious metals. 
The conferences, from 1878 to 1881, at Paris were without success; 
Germany declined the first invitation, and the other States sent dele- 
gates to France to follow the proposals of the Cabinet of Washing- 
ton, but to be extremely reserved about a decision. The conference 
of 1881 had no better fate than its predecessors. The object of 
the Americans was plain enough; personal interest was felt to play 
a great part in their preaching of silver, and the fear of seeing 
the working of their silver mines compromised by hostile decisions 
of European States alone sustained their ardor. The delegates of 
the sixteen States represented separated without passing any resolu- 
tion, and adjourned the decisions of the conference to 1882. 

The projected meeting did not take place, and though the pre- 
cise reason was not expressed, it cannot be doubted that the want 
of success of the preceding conferences seemed a significant symp- 
tom to the governments interested and little encouraging for the 
future. The causes of this distrust and opposition of the civilized 
world to everything tending towards a return of the monetary sys- 
tem formerly used are very evident, and they appear to us called 
upon to exercise a preponderant influence on the decisions of the 
approaching conference: the first is the uninterrupted depreciation 
of silver, the second the transformation of the mode of transmission 
of the instruments of exchange. 

Since the renewal of the Latin Union in 1878, the depreciation of 
the white metal has continued to increase. There are several causes 
for this, and it cannot be attributed solely to the legal measures 
taken by several European States during the last fifteen years. As- 
suredly the demonetization of the silver thalers of Germany, the 
monetary reform in Holland, and the modifications made by Eng- 
land in Indian payments have lessened the value of silver, and by 
making the use of this metal less frequent they have caused the 
actual stock to be out of proportion to the wants of the circula- 
tion; but these measures have only been the natural consequence 
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of a new fact in*the economic world, the transformation of the 
methods of exchange between different nations. It is very often 
forgotten that two immense factors have been introduced into the 
mechanism of human existence. The application of steam to traffic 
upon the land and sea, and the adaptation of electricity to the 
transmission of thought, have modified the economic life of nations 
and consequently their relations, and have weakened the efficiency 
of the old methods of exchange. The instruments of credit have 
multiplied and have more and more taken the place of specie; 
bank notes have been substituted in the circulation for gold and 
silver, which have accumulated in the reserve of banks, and re- 
mained there in almost complete immobilization. 

Clearing-houses seem now destined to replace the bank notes. Up 
to 1870 Great Britain and the United States had the only ones of 
any importance, but since then they have been introduced into 
other countries. In 1867-1868 the annual total of the clearing 
operations of London amounted to 3,257,411,000 pounds sterling, in 
1882-1883 to 6,189,146,000. 

There has been the same progress in the United States. In 1870 
the Clearing-house of New York regulated business amounting to 
about $27,500,000,000; the total of its operations in 1883 was 
$ 40,293,165,257. There are other such institutions outside of New 


‘York. In 1879 the Clearing-houses of twenty-five cities regulated 


business to the amount of $ 10,430,000,000, and in 1883 their opera- 
tions reached $ 14,000,000,000. The same phenomena appear in other 
establishments of the great transatlantic republic. In 1882 the United 
States Comptroller of the Currency told the Bankers’ Convention 
that 1,960 banks employed in transacting their business 0.65 per cent. 
of gold, 0.16 of silver money, 4.06 per cent. paper money, and 95.13 
per cent. of checks and drafts. The slight use of silver shows the 
error of the partisans of the double standard. 

In Italy, Austria and Australia, the Clearing-house is a success, 
and its operations are rapidly extending. Italy already deserves 
honorable mention. As long ago as 1772 Leghorn had a chamber 
of compensations. When the Chamber of Deputies of Italy dis- 
cussed the abolition of the forced currency, the minister of 
finances supplemented the resumption of specie payment by pro- 
posing to establish chambers of compensation, and May 19, 1880, 
a decree announced the formation of several such chambers. Their 
transactions are not yet very considerable, and the mechanism of 
their exchange still leaves something to be desired, their average 
employment of metallic money being eighteen or twenty per cent. 
of their total operations. This is a high proportion compared to 
that of the London and New York Clearing-houses, and may be 
explained by the condition of Italy. The young kingdom is not 
yet fully developed, its credit is not solidly established, and despite 
the immense efforts of its government in the suppression of the 





















1884.] THE MONETARY QUESTION AND THE LATIN UNION. 191 


forced currency, it is difficult for the metallic circulation to become 
regularly established. Italy has perhaps exaggerated its forces and 
discounted its vital powers, but from our special point of view this 
is merely a secondary fact, whose temporary consequences can only 
retard progress for a brief space. 

An attempt at compensation began at Vienna in 1872, and has 
since been extended in the Austrian Empire. From 523 million 
florins in 1872, its liquidations advanced to 613 millions in 1883. In 
all the other countries of Europe, where Clearing-houses are work- 
ing, great progress is made, and there is a reduction of the circula- 
tion of bank notes, checks, and metallic money. 

France alone has been refractory to the innovation, existing here 
in an embryonic state only. The Parisian Chamber during its first 
year (1872-73) liquidated to the amount of 1,600 million francs, 
and in 1883-1884 its operations amounted to only 4,200 millions. 
This is an average increase of about 236 millions a year, very in- 
significant in comparison with the movement of industrial and 
commercial affairs centering in the capital. In England the bank 
is a part of the Clearing-house, but in France the principal opposi- 
tion to the chambers of compensation comes from the great bank 
of issue, though it is just to say that within a few years the Bank 
of France has made some progress on the road opened by its 
foreign rivals.’ Even Australia has its Clearing-house at Melbourne, 
and the latest statistics show a considerable development of the 
amount of liquidations. 

The habits of nations have been modified everywhere, and though 
laws have tried to fix the conditions of the monetary circulation, 
they have resisted the employment of silver. The United States, 
induced by the personal interest of the owners of mines to coin 
more silver dollars, when the supply already exceeded the demand, 
has had to acknowledge itself vanquished by popular indifference 
and opposition. The Bland bill was passed in 1878. During the 
first year of its application the silver circulation amounted to 
scarcely twenty-one per cent. of the coinage, in the second year it 
rose to twenty-seven per cent., then to thirty-two per cent., and 
it fell back to thirty-one per cent. during the first half of 1881. 
Thus in a country with a population of fifty millions, and with 
forced currency, the average circulation does not exceed twenty-five 
to twenty-eight per cent. of the coinage, and this proves that National 
customs cannot be changed by laws not in harmony with progress. 

The great economic evolution, shown by the extension of a per- 
fected mode of settlement passing from money to the bank note, 
check, Clearing-house and compensation, has made itself felt in 
the commercial and financial legislation of the civilized world, and 
becoming more general it has diminished the circulatory power of 
the precious metals, and particularly of silver, the more inconve- 
nient of the two. 
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PRACTICAL BANKING.* 


STATE REGULATION OF SAVINGS BANKS, 


In many, but not all of the States, officers are appointed for the 
purpose of supervising. and regulating Savings and other banks and 
their affairs. In New York Statet no Savings bank can be organ- 
ized hereafter without the assent of the Superintendent of the Bank- 
ing Department, and there seems to be no appeal from his decision. 
During the existence of the Savings bank it is subject to his in- 
spection by means of examinations and reports, as follows:— 

'A semi-annual report, as already described under the duties of 
the secretary. 

A special report on any subject and at any time required by him, 

An examination by himself or by deputies once in two years. 

A special examination whenever, in his judgment, it shall be 
necessary. 

The expenses of special examinations are borne by the corpora- 
tion examined. Those of the regular examinations and other ex- 
penses of the department are borne by the corporations in propor- 
tion to their size, and, finally, the remedies in the ‘hands of the 
Superintendent in case of improper action are, first, the publicity 
effected through his report to the Legislature, and, second, his 
power to make complaint through the Attorney-General in case of 
violation of law, or improper exercise of corporate powers; and the 
remedies which may be applied by the court upon this proceeding 
are: Removal of the board of trustees or any of their number; 
appointment of receiver and dissolution of the corporation, or the 
consolidating of the institution with a similar one which may be 
willing to accept the transfer. . . . The Superintendent has re 
cently been given supervision over the receivers of failed Savings 
banks, who are now required to report to him, and he has been 
made the custodian of any unclaimed balances which the receiver 
may have on hand in favor of depositors at the termination of his 
receivership.’ Thus, during the existence of a Savings bank the 
Superintendent has no positive governing power over its acts, but 
is the head of a bureau of information. He himself has no power 
to remove trustees, or to annul any of their acts, but the moral 
power given by his authority for compelling information is probably 
beneficial. 

* This article consists of continued extracts from a work, now in press, on Practical Banking, 
by the editor of this Magazine. Copyright. 


+ All institutions of the kind within the State are made subject to its control, and a 
penalty is imposed for any person receiving or offering to receive Savings deposits in 
any town where there is an organized Savings bank. 
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The problem of State supervision is a very difficult one. A 
supervising department like the one under consideration usually be- 
comes, after a time, a mere bookkeeping department, and if the 
reports of the several institutions check off correctly on his sum- 
maries, as found by the clerks in his department, the Superintend- 
ent goes no further, but devotes his time to the more congenial 
and dignified pursuits of practical politics. This is without any evil 
consequences in peaceful times, when there is no financial embar- 
rassment, and everything goes swimmingly, but usually the same 
let-alone policy is continued from the force of inertia, into a pe- 
riod when the times begin to grow shaky, and generally the 
superintendent awakes to find that his rose-colored reports, for 
some time past, have been delusive. Then there will be a reac- 
tion from King Log to King Stork, and the state of the most 
prudently managed institutions will be looked upon with suspicion, 
and very likely some unnecessary wrecks will be the consequence. 
This was the case in the period of financial reaction, which fol- 
lowed our Civil War and reconstruction period, and presumably its 
history will repeat itself. 

There is one very important lack in the system of reports as 
now carried on. There is nothing corresponding to a profit and 
loss account. There is nothing to show, analytically, whether the 
dividend which has been paid to depositors has been earned during 
the period covered, or whether it is subtracted from the ‘previous 
reserve; whether it is strictly from the income, or whether inci- 
dental gains have been relied upon to help it out. Such an ac- 
count should be required from every Savings institution, and should 
be most carefully scrutinized. In doing so there is a very import- 
ant element which may readily prove deceptive. It is the question 
of premiums on stock investments. Let us suppose that the nor- 
mal rate of interest on money is about four per cent., and that it 
does not vary much from that figure on fair security, and let us 
suppose that a municipality has issued its bonds, bearing ten per 
cent. interest, and payable in twenty years. Let us again suppose 
that another municipality has issued its bonds, bearing five per 
cent. interest, and payable in ten years, that another one has issued 
three-per-cent. bonds, payable in fifteen years. We are assurhing 
that the security in all these cases is as good as anything human 
can be. In case of the ten-per-cent. bond running twenty years, it 
is evident that there is an extra interest of about six per cent., 
which is to be collected every year above the market rate. There- 
fore, the longer this thing continues the more valuable is the bond, 
and we shall indisputably find that it bears a proportionate pre- 
mium. The value is not expressed by the par $100. It is the 
present worth of $100 due twenty years from now - the present 
worth of $10 due one year from now, + the present worth of $10 
13 
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due two years,-+the same at three years, + etc. and in order to 
be perfectly accurate these present worths must be computed at 
compound interest, and this computation must be semi-annual or 
annual, according to the terms of the bond. The _ five-per-cent. 
bond would not be worth so much, both because there is a smaller 
excess of interest over the market rate, and because this excess con- 
tinues to run for a_ shorter time. The three-per-cent. bond would 
be worth still less. In this case there is a deficiency of interest 
which the buyer should be compensated for now, and the longer 
it has to run at three per cent. the worse off is the purchaser; 
therefore, this bond would be worth less than par. Now, it. has 
been claimed that the true measure of the surplus of a Savings 
bank, as far as its stock investments are concerned, is the nominal 
or par value of those investments. That is to say, a bank having 
seven-per-cent. bonds to a certain amount is no better off than 
one having 3,;5;-per-cent. bonds. A bank whose _ seven-per-cent. 
bonds mature next year is no stronger than one where the seven 
per-cent bonds have twenty-five years to run. 

The advocates of this theory consider that they are acting on the 
safe side. They consider the premium as a loss, once for all; there- 
fore, at a period of buying, they would cut down the dividend to 
depositors, perhaps to nothing, simply because the institution has 
been making favorable investments. On the other hand, in subse- 
quent after years, they would treat the entire revenue from these 
bonds as all profit, and thus the depositors at this time would re- 
ceive more than would be, on the other theory, the fair earnings of 
their money. 

Another plan is to hold the stocks at the amount they cost. By 
this means the loss, instead of being thrown upon the year in 
which they were purchased, is thrown into the year during which 
they are sold or redeemed, and this is a still more dangerous way 
of looking at it. In the former plan the stocks, if worth above 
par, as they usually are, are steadily undervalued, while in this 
method they are overvalued, in all probability, during most of the 
time they are held. In one case there is a fallacious calculation of 
current earnings; in the other case, there is a fallacious estimate of 
surplus in reserve. The true principle would seem to be that each 
year or half year an equitable portion of the amount paid for pre- 
miums, or conversely, of the amount received for discount, should 
be wiped out, so that the differences between par and market value 
would steadily and gradually disappear as the bond approached its 
maturity. Thus, the ten-per-cent. bond of which we spoke would 
be considered as earning, each year, the rate to which its cost price 
would be equivalent when averaged over the term—say four and 
a-half per cent. The remaining five and a-half per cent. should not 
be considered as earnings, but as an offset to the depreciation of 
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bond, or a refunding to us of extra premium, which we paid for an 
abnormally high rate of interest, and while this is true in theory 
it can be empirically tested by the state of the market. It will be 
found that, making allowance for the shifting productiveness of 
money and some other disturbing element, such as public confi- 
dence, that the market price of a security will settle in about: this 
manner: That each year there will be a depreciation, amounting 
approximately to the difference between the current rate of interest 
on that kind of securities and the revenue actually produced. We 
would therefore enunciate this formula for ascertaining the true 
earnings from stock investments. From the cash income (a) re- 
ceived subtract such part (2) of the premium, as will progressively 
consume the entire premium at the date of maturity. The differ- 
ence is the current earnings (c). 

Again, take the difference between the market value (d@) at the 
beginning of the period, and the market value (¢) at the close of 
the period. The difference between d@d and e is the gross deprecia- 
tion (f), or the gross appreciation (—/). 

Combining 4, taken negatively, with /, or —/f, we have the inci- 
dental or speculative loss or gain (f, or —f). 

p=tf—6. 
—p=—-f —4. 

Thus there will be four cases. 

First—A gross depreciation equal to the amount of premium 
written off. Here there is no loss nor gain. 

Second.—A depreciation greater than the amount of premium 
written off. Here there is an incidental loss to be taken from the 
surplus. 

Third.—A gross depreciation less than the amount of premium 
written off. In this case there is an incidental gain or a real ap- 
preciation. 

Fourth—An appreciation which, together with the premium writ- 
ten off, is always an incidental gain. 


Our examination of the functions of a Savings bank brings us to 
the conclusion that it is simply a money making corporation—an 
association of small capitalists who combine for the purpase of hav- 
ing their small investments possess an earning power by aggrega- 
tion. The officers and employees of the Savings bank are merely 
their agents in this. The entire resources of the bank, whether 
credited to deposits or to surplus, are the absolute property of de- 
positors as an association. The trustees are a body whose constitu- 
tion is somewhat anomalous, being the upaid custodians of money 
not their own, but whose duties are assumed as a public burden 
and as a distinction. This latter peculiarity, the constitution of a 
board of trustees, which is independent of the real proprietors of 
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the concern, seems to me the only point which gives a Savings 
bank, as now organized, a right to be called a benevolent tnstitu- 
tion. It is benevolent for the trustees to give their time and ser- 
vices without compensation in the management of the money of 
others. It is not benevolence, however, to invest a man’s money 
and pay him over the proceeds. Although in practice, this plan 
of organization has worked better than the one where there is a 
body of stockholders whose capital is substituted for a surplus as 
guaranteed to depositors, yet it is by no means proved that the 
advantage would not be on the side of the latter form, which 
eliminates all pretence of benevolence, and makes the Savings 
bank what we believe it to be, a pure matter of business. Of the 
three forms of associated saving, viz., the mutual, which we have 
described at length, the stock, or business-like form, which we have 
just touched upon, and the governmental, which, of late years, is 
becoming the subject of experiment, time alone can decide which 
will survive as the fittest. 
THE CLEARING-HOUSE—INTRODUCTORY. 

Closely connected with the general subject of banking is that of 
the Clearing-house. This is a comparatively modern institution, the 
Edinburgh bankers claiming the credit of establishing the first 
one. The earliest of whose transactions we have any record how- 
ever is that of London, founded 1775, or earlier, and of this little 
was known to the public until it began to publish regular state- 
ments of its transactions, May Ist, 1867. The literature on the sub- 
ject is almost wholly the creation of the last thirty years. Works 
on banking and political economy, of an earlier date than this, 
rarely, if ever, notice the subject at all. For more than three 
quarters of a century after its estabiishment the London Clearing- 
house and that of Edinburgh remained the only organizations of 
the kind known to exist. The monetary systems of most European 
States, centering around a single great bank, located at the capital 
of each, found in this a means of effecting mercantile settlements. 
Furthermore, the use of bank checks in making payments, which 
chiefly creates the need of the banker's Clearing-house, has in re- © 
cent years attained a development previously unknown. The growth 
of American banking, decentralized and distributed among many 
banks, and the increasing use of bank checks as a means of pay- 
ment, gave birth to the next Clearing-house in the order of time 
after that of London. The New York Clearing-house was estab- 
lished in 1853, from which date the growth of the Clearing-house 
system in the United States has been stupendous. Boston followed 
in 1856; Philadelphia, Baltimore and Cleveland in 1858; Worcester 
in 1861; Chicago in 1865, all the others are of later date. At pres- 
ent there are thirty-one Clearing-houses known to exist in this 
country. Each of our prominent commercial cities has one. The 
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United Kingdom has six, Australia one, and they are found in 
France, Germany, Switzerland and Italy, though checks are so little 
used on the Continent of Europe that the Clearing-houses of the 
last four countries have comparatively small transactions. The ex- 
changes of American Clearing-houses were $51,827,000,000, in 1883, 
and in 1881 reached a maximum of $ 63,414,000,000, adjusted by the 
payment of balances. not exceeding six per cent. of the amount 
‘cleared, the actual cash handled being estimated at about two per 
cent. of the clearings. From the inauguration of the Clearing-house 
system in 1853 to December 31, 1883, it had effected settlements 
amounting to about $ 880,000,000,000, by paying balances of about 
$57,000,000, or 614 per cent. of the clearings. The amount of actual 
cash handled was very muci less than this, as balances are to a great 
extent paid by means of checks or certificates issued from some 
common depository, without handling actual cash. The Clearing- 
house is, therefore, one of the most useful agencies called into. be- 
ing by the wants of modern commerce. It is among the most 
interesting features of our financial mechanism and well worthy of 
careful study. Susceptible of almost indefinite expansion, the clear- 
ing system in its various forms holds in possibility the solution 
of problems which have long engaged the attention of thinkers. 

A glance at some of the more common banking operations will 
suffice to show the need of a Clearing-house wherever any con- 
siderable number of banks are located in the same vicinity. Mer- 
cantile establishments are constantly receiving in the course of 
business not only specie, but usually, to a much larger extent, 
bank notes, checks, drafts, or other mercantile paper. To present 
this paper at the counters of the various banks at which it is 
payable would take a great deal of time. The dealer, therefore, 
deposits it in the bank with which he keeps his account, where, 
either at once, or at latest when collected, the amount is placed 
to his credit and goes to swell his balance. This is the usual way 
in which a bank receives the paper payable at other banks. It 
may also be taken in payment of notes payable at the bank re- 
ceiving it. Although bank notes, as well as the various kinds of 
mercantile paper, are so received, yet the great bulk of all such 
receipts, especially in the large cities, consists of checks. When 
the paper in question is payable at the bank receiving it, the trans- 
action is closed by the simple delivery in the case of bank notes, 
and in the case of checks by charging them to the drawer, the 
result being, in the latter case, a simple transfer on the books of 
the bank from the account of the drawer to that of the drawee. 
Where most of the transactions of a community center in a single 
institution, as formerly in the case of the Bank of England, and at 
present in the case of the Bank of France, the larger part of the 
check transactions may be settled in this way. Thus at Paris, 
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where the Bank of France performs the functions of a great Clear- 
ing-house, its clearings or transfers reached $6,008,243,900 in 1883, 
as compared with $813,238,000 at the Paris Clearing-house. In 
1881, the clearings of the Bank of France reached $ 8,772,000,000, 
while those of the Paris Clearing-house were only $ 908,600,000, the 
former being nine and three-fourths times the latter. To make 
provision for this class of business, the Bank of France furnishes 
special books of red colored checks—so-called, “dons de virement 
rouge”—the object of which is to enable payments to be made 
by their means to other persons also having an account at the 
bank without its being possible for any one unlawfully to obtain 
value for them, since they only operate as orders to the bank to 
transfer such an amount from the drawer’s account to some other 
account on the books of the bank, and never as vouchers for the 
withdrawal of funds from the establishment. The Bank of Eng- 
land furnishes no account of its clearing transactions, but they 
must be a much smaller proportion of the total than those of 
the Bank of France, banking being less centralized in London 
than in Paris. 

In this country no one bank concentrates in itself the larger por- 
tion of the business. Free banking and competition keep the 
banks more nearly on an equality. The larger part of the checks 
received by any bank, in the course of business, are likely to be 
drawn on some other bank, of which they must be collected by 
the receiving bank. As business increases in any locality, each bank 
is likely to have a larger number and amount of demands upon 
most of the other banks in the place, and they eventually become 
too large and numerous to be conveniently settled between the in- 
dividual banks. Before the establishment of a Clearing-house in 
this country this method was pursued in New York long after the 
inconvenience became so great that it would now be considered 
quite intolerable. Mr. J. S. Gibbons, in his very interesting and in- 
structive book, Zhe Banks of New York and the Panic of 1857, 
gives the following graphic description of the difficulties attending 
this mode of settlement : 

“During the few years following 1849 the number of banks in 
New York was increased from twenty-four to sixty. To make the 
daily exchange, one half of them must necessarily send to the other 
half. But this plain division of the service was not convenient or 
economical. It was found better for all of them to do a part of 
the distribution, and thus the whole sixty porters were in motion at 
the same time. Each carried a book of entry, and the money for 
‘every bank on which he called. The paying teller of the receiving 
bank took the exchange and entered it on the credit side of the 
book; then he entered on the debit side the return exchange and 
gave it with the book to the porter, who hastened to the next 
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bank in his circuit. The porters crossed and recrossed each other’s 
footsteps constantly; they often met in companies of five or six at 
the same counter, and retarded each other, and they were fortunate 
to reach their respective banks at the end of one or two hours. 
This threw the counting of the exchanges into the middle and 
after part of the day, when the other business of the bank was be- 
coming urgent. 

“Instead of attempting a daily adjustment of accounts, which 
would have consumed several hours and caused much annoyance, 
it became a tacit agreement that a weekly settlement of balances 
should be made after the exchange of Friday morning, and that 
intermediate draft drawing should be suspended. The weaker and 
more speculative banks took advantage of this by borrowing money 
on Thursday, which restored their accounts for Friday, and its re- 
turn on Saturday threw them again into the debit column. In this 
way the banks distant from Wall Street managed to carry an in- 
flated line of discounts, based on debts due to other institutions. 
It became an affair of cunning management by some to run a small 
credit of two or three thousand dollars each with thirty or more 
banks, making a total of one hundred thousand dollars, on which 
they discounted bills. Consequently, the Friday settlements proved 
to be no settlements at all, but a prodigious annoyance. As soon 
as the paying teller or his assistant completed the exchange balance 
list the cashier of each bank would draw checks for every debt 
due to him by other banks, and send out the porters to collect 
them. A draft on one in favor of another might settle two ac- 
counts at once, but there was no understanding that made it possible 
to secure that small economy; or, if there was, it was disregarded. 
The sixty porters were out all at once, with an aggregate of two 
or three hundred bank drafts in their pockets, balking each other, 
drawing specie at some places and depositing it in others, and the 
whole process was one of confusion, disputes, and unavoidable 
blunders, of which no description could give an exact impression. 

“After all the draft-drawing was over came the settlement of 
the Wall Street porters among themselves. A Porters’ Exchange was 
held on the steps of one of the Wall Street banks, at which they 
accounted to each other for what had been done during the day, 
Thomas had left a bag of specie at John’s bank to settle a balance 
which was due from William’s bank to Robert’s; but Robert’s bank 
owed twice as much to John’s. What had become of ¢hat? Then 
Alexander owed Robert also, and William was indebted to Alex- 
ander. Peter then said that he had paid Robert by a draft from 
James, which he, James, had received from Alfred on Alexander's 
account. That, however, had settled only half the debt. A quarter 
of the remainder was canceled by a bag of coin which Samuel had 
handed over to Joseph, and he had transferred to David. It is en- 
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tirely safe to say that the presidents and cashiers of the banks 
themselves could not have untangled this medley. Each porter 
had his tally, and by checking off and liberating first one, whose 
account was least complicated, and then another, they finally 
achieved a settlement. 

“This scene was re-enacted on every Friday. In consequence of 
the porters being withdrawn from their regular service in the bank, 
extra labor was imposed on others, responsibilities became mingled 
together, and the officers were kept for the whole day in a state of 
distraction and anxiety. The paying tellers were subject to frequent 
interruption, as they were obliged to receive and deliver all specie. 

“ Not the least irritating feature of the case was that a single small 
draft by any one bank on any other induced a general drawing, and 
all became involved in commotion and ‘war’ upon each other. If 
time were allowed, the debtor banks would finally be obliged to 
pay the liquidating balance; but three o’clock arrested the process, 
and the banks where the demand was then in force were obliged 
to disburse the coin. It was not unusual for a debtor bank to add 
fifty thousand dollars to its specie at the close of the day, with 
its debt doubled, while a creditor bank to half a million in the 
general account, would find itself at three o’clock depleted of one or 
two hundred thousand dollars in coin.” 

This, it will be noticed, was when the bank settlements at New 
York could not have reached to one-sixth of their present amount. 
It may be safely affirmed that the vastly larger transactions of the 
present day could not be settled in the old way. It was not until 
after much deliberation and considerable opposition that a Clearing- 
house was established at New York, but the success of the experi- 
ment soon dispelled all doubts of its utility and necessity, and led 
to the adoption of the system in other cities. 


ORGANIZATION OF THE CLEARING-HOUSE. 

To establish a Clearing-house a number of banks associate them- 
selves together, under certain regulations more or less elaborate, ac- 
cording to circumstances, for the purpose of settling daily, at one 
time and place, the mutual demands arising between the banks. The 
officers of such an association are usually a president, or chairman, 
a secretary, treasurer and manager, with a Clearing-house commit- 
tee, and such others as the wants of the association require. At 
New York, in addition to the Clearing-house committee, there are a 
committee on conference, a nominating committee, a committee on 
admissions, and an arbitration committee. The manager is some- 
times chosen by the association, usually by the Clearing-house com- 
mittee, which generally has charge of all matters incidental to the 
operations of the association not otherwise specially provided for. 
The larger Clearing-houses have also an assistant manager. The 
salary of the manager is fixed pursuant to the rules of the associa- 
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tion, and he gives bonds with approved sureties for the faithful dis- 
charge of his duties. At New York the manager gives bonds for 
$10,000, clerks for $5,000 each. He has, under the control of the 
Clearing-house committee, immediate charge of all business at the 
Clearing-house, so far as relates to the manner in which it shall be 
transacted; and the clerks of the establishment, if any, as well as 
the settling clerks and porters or messengers of the associated 
banks, while at the Clearing-house, are under his direction. 





—— in th cr 


THE CONDITIONS OF SAFE BANKING. 


The following paper was read at the Convention of the Ameri- 
can Bankers’ Association by B. B. Comegys, President of the Phil- 
adelphia National Bank, of Philadelphia, Pa. : 


I think it well to turn aside from the great principles of finance 
and banking, which have been, or will yet be, discussed by other 
members of this Convention, and devote the time before me to 
some observations on a few of the more simple and homely fea- 
tures of the business in which we are all engaged. 

Until quite lately we thought it worth while to have our own 
views of legal-tender notes as one of the factors in the currency; 
and some of us held this short theory, that if Congress had the 
right to issue legal tender notes in time of peace, there could be 
no need for any other currency; but that, if Congress had not this 
right, then the only circulating notes should be those issued by the 
National banks. This latter view we thought to be sound, but all 
our cherished views on the subject are of no practical value what- 
ever in the light of the recent decision of the Supreme Court; 
and all our big talk about the dishonest silver dollar which Con- 
gress creates at the rate of two millions per month, and makes us 
take at the value of one hundred cents in gold, goes for nothing; 
for our masters at Washington are not likely to be affected in any 
way by anything we say or do on the subject. 

It seems hardly worth while, therefore, to vex ourselves about 
things so entirely beyond our reach. Let us address ourselves to 
something which we can control. 

If we do not learn some useful lessons from the sad experience 
of the last three months, it will surely be because we are not will- 
ing to learn. The teacher is stern, exacting, inexorable; and if the 
pupils are not taught wisdom they should be expelled from school, 
and seek other means of education, or other occupations. 

What are some of these obvious lessons? One is that there 
seem to be some persons engaged in managing banks who have 
very inadequate ideas of the gravity and responsibility of their po- 
sition. They are inexperienced, and so at the mercy of unprincipled 
men; or filled with conceits, and so unteachable; or so inordi- 
nately greedy of profit that they will carry more sail than they 
can safely do, intending to hold out signals of distress to stronger 
vessels in the fleet, under the hope, which ripens into assurazce, 
that they will not be suffered to go down. 

The cause of the disastrous occurrences ‘within the last three 
months in one of our cities, and which have been mainly limited 
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to that city, is not far to seek. When the National Banking Act 
was enacted, the banks in the Atlantic cities were most unjustly 
obliged to redeem their circulating notes in the City of New York. 


. Protests against this arbitrary feature were unavailing; but, as a 


compensation for the wrong, such banks were allowed to keep one- ° 
half of the reserve required by law in the banks of that city, and 
count it as cash. This opened a door of profit within the law; a 
tempting bait, indeed, to banks, who could thus make one-half of 
their reserve zuterest bearing. This has gone on until the banks én 
the city referred to came to hold the reserve of nearly all the 
banks in the country: a fund of many millions of dollars, most of 
it presumably on instant call. It needs no discussion to show that 
this became a condition of extreme peril, for everyone knows that 
call money cannot safely be invested in time paper. What then? 
Why, his call money must be lent on call to bankers, brokers and 
stock gamblers (the distinction is clear between these three classes), 
and on pledges of such stocks and other stuffs as have an appar- 
ent market value. 

It is very well known that “cali loans,” no matter how good the 
security pledged for them, do not always prove to be call-loans. It 
is within bounds to say that, ordinarily, they do not yield more 
than half their amount. For all banks resort to them for invest- 
ments of what is called “minute money,” and in time of need all 
are likely to call at once; and, even if they are responded to 
promptly, it will be found that certain deposits, not apparently con- 
nected with the borrower, and which had been counted on as 
somewhat permanent, have melted under the appeal; and about 
one-half the call, or the enrichment to come from the call, has 
been discounted. 

The banks in the city referred to have become pretty thoroughly 
aroused as to the dangers of their position, and through their very 
able Clearing-house Committee have grappled with the subject. 
Their arguments for the abolition of interest on deposits are very 
forcible, and sound principles of banking are on that side ; but some 
of us who live outside of that charmed circle have doubts that the 
revolution (for it is a revolution) will be successful. 

There is a better way than this to meet the question, and a much 
more simple way. The redemption of notes is now effected by the 
Treasury at Washington, and by the issuing bank at its own 
counter. Thus, a gratuitous wrong has been righted. Now, let the 
National Banking Act be so amended that a bank shall not be 
permitted to count as a part of its reserve*any cash outside of its 
own vaults, except where the associated banks in a city make one 
of their own number a depository for the common use of all, in 
which such deposits are represented by Clearing-house certificates. 

If this Association could be induced to adopt a resolution calling 
upon Congress to pass such an amendment to the Act, the question 
of allowing interest on bank balances would shrink to insignificance, 
and might be left to settle itself. 

Let the honor of moving such a resolution be enjoyed by some rep- 
resentative of that city which has received the greatest benefit from 
that feature of the law, and which has suffered most in consequence; 
and I call upon you, gentlemen, brethren in a good cause, to adopt 
such a resolution by this Convention. Let us commit ourselves to 
the réght in this most serious question; then shall capital, which 
has been forcibly diverted or enticed from its home, flow back into 
its true channels, and the National banking system, which, in most 
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respects, if not in all, is the best the world has ever known, be 
strengthened at its sources in the several banks. A good so great 
as this is worth a sacrifice to secure; for it is a well-known fact 
that any great force disturbed in its natural functions becomes an 
element of real danger; and hired capital or call money, as a basis 
of business, is most uncertain. 

Here is another very brief suggestion in the line of sound banking: 

Let a credit ledger be opened in the Clearing-house of any city, 
in which shall be kept a record of the names of payers and en- 
dorsers, amounts and maturities, of all bills of $1,000 and upwards, 
held by the various banks, which have been bought from brokers. 
Reports of such paper to be made to the Clearing-house anony- 
mously, and intormation concerning such names to be given only 
to members of the Clearing-house. Large sums of money may be 
saved to banks by this means of information. 

We who have charge of the banks in this growing country con- 
trol an enormous power; but unless we can work in harmony, our 
forces are greatly crippled. We do not see enough of each other; 
the opportunities of meeting are too rare. We are good men and 
true, else we should be out of place where we are. 

For some years past the Scripture saying that. “the borrower is 
servant to the lender” has been reversed, and the lender has been 
servant to the borrower. The banker has been servant to the 
merchant or the broker, and has been treated as servants generally 
are treated, obliged to accept such terms as were offered; but it 
looks a little as if our turn had come round again, and as if we 
might state our terms once more. Do not let us delude ourselves 
and. get proud; for this reason, among others, that this condition of 
things may not continue. 

We are not titled men. We wear no stars nor epaulettes on 
our shoulders—no laurel wreathes on our brows. There are no 
doctors in finance. We are not counted among the learned pro- 
na In fact, we are not counted a profession at all—only trades- 

ople. 

"ee we have been of some service to the State. We contrib- 
uted a fair share of officers and men, who went to the support of 
the Government in the dark days of the war; and those of us 
who did not go to swell the ranks staid by the stuff. We had 
charge of the szzews of war, but for which the war could not 
nave been prosecuted as it was. First, we gave our capital ; 
that is, the money of our stockholders; and when that was all 
gone, we gave our depositors’ money also. And no better work was 
ever done. 

Was not this heroic? And we never speak of ourselves as 
heroes, but only as trustees—a most self-denying and poorly-appre- 
ciated class of men, trying to make money for other people. 

There are few positions of trust where the temptations are greater 
to use other people’s money improperly than among bank officers 
and clerks; yet, when we remember that among the scores of 
thousands of such trusted p2ople there is here and there only one 
who betrays his trust—not enough in number to make an appré- 
ciable percentage—it may well be asked whether men in the pro- 
fessions so called, or in any other business, can show a cleaner record. 

We live in times when to be a bank officer is to be an object of 
suspicion or apprehension; and we ought to be men of clean 
hands. No temptation to enrich ourselves by the use of other 
people’s money ought to be listened to for a moment. No specu- 
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lation in stocks, even with our own money, ought to be entered 
into. If we must operate or speculate in stocks, let us get out of 
the positions of bank officers, and go on the street as private capitalists. 

A bank may be said to be in good condition when it has an 
adequate capital (not too large); a contingent fund at least half 
as large; and no suspended debt or-over-due paper; when its 
deposits are free of interest and three or four times the amount 
of its capital; when its dealers supply it with business paper to 
the extent of its needs; when liberal salaries are paid to its off- 
cers and clerks; when there is a trained man in reserve for every 
position that may become vacant; when there is a pension fund 
adequate to the comfortable support of its worn-out clerks; when 
it has a board of directors who are not content to be mere 
figure-heads, but who understand their business and remember their 
qualification oaths; directors who count the cash frequently, and 
without notice to anybody; who insist that every person employed 
in the bank shall take a vacation of at least two weeks every 
year, at which time another person shall do his work, and who 
believe in this dogma, that “nothing is good enough that can be 
made better.” 

I know something of a bank that has lived eighty years, and has 
paid to its stockholders an average of more than nine per cent. per 
annum during all that time; that has accumulated a profit and 
loss account of about two-thirds of its capital; that. has provided 
an adequate pension fund for its superannuated clerks; that has 
never been behind its neighbors in matters of great public inter- 
est; that has graduated in a single generation, from its staff of 
clerks, nearly twenty persons to high positions in its own or other 
institutions, four of whom became bank frestdents and nine be- 
came bank cashzers; the others being secretaries and treasurers of 
large corporations, and one has gone into the Christian ministry. 

There are two kinds of government for a chartered bank. 

1. Personal government or government by the president, who 
manages the bank as if it were his personal property; making 
loans and discounts according to his judgment and _ reporting 
to his colleagues of the board just as much as he pleases and no more. 

2. The other kind is representative government, where the presi- 
dent is the executive officer, carrying out, as far as he is able, 
between boards, the wishes of his colleagues, and reporting faithfully 
to them at their stated meetings all that he has done. 

There are two principles of management of the current business 
of a bank. 

One is strength, which, under all circumstances, is to be the first 
consideration. By this is meant that no greed of gain, no desire 
for large dividends, no ambition to put up the price of the stock, 
shall induce the management to lose sight of the cardinal principles 
that in strength only is safety. 

The other is profit. As a rule, the inexperienced men are those 
who are most anxious for large immediate profits. They can't 
wait. Not content with the golden egg every day, they want to 
draw on the goose sometimes for two or three eggs a day, and— 
you know the fable. 

I submit these two principles of government, and these two 
methods of daily management, most respectfully to ‘your considera- 
tion, gentlemen, well assured that you will agree with me that a 
government of directors, with strength as the cardinal principle, is 
the best for a chartered bank. 
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THE BANKERS’ CONVENTION. 


The American Bankers’ Association held their annual meeting at 
Saratoga, on the thirteenth and fourteenth of August, in Putnam 
Music Hall. A large representation of prominent bankers was 
present, and the sessions were marked with much interest. Many 
of the papers read or presented were highly practical, and are 
worthy of careful study. We have not space to give a full report 
of the proceedings, and there is less need for doing this, because 
the proceedings are published by the Association. We present, 
therefore, only a brief account of what was done; elsewhere will 
be found some thoughts pertaining to the Association and its pos- 
sibilities, which we trust will be considered worthy of attention. 

The meeting was called to order by the President, Lyman 
Gage, Vice-President of the First National Bank of Chicago. After 
the offering of prayer by the Rev. Dr. Harper, of Philadelphia, the 
president read his inaugural address, which will be found earlier in 
the present number. he address is an admirable production, and 
after its delivery the treasurer’s report was read. It showed a bal- 
ance on hand, October 5, 1883, $4,397; receipts, $10,749; total amount 
$15,146; disbursements, $8,752; balance on hand to date, $6,394. 

Secretary Marsland read the following resolution submitted by the 
executive committee: 


Resolved, That it is the sense of the American Bankers’ Association that 
the coining of the standard silver dollar of 412% grains is against the wel- 
fare of the country, and that they recommend to Congress a discontinuance 
of such coinage. 

George A. Butler, of New Haven, spoke at length upon the reso- 
lution. He concurred with its sentiments, and thought that the 
coinage of silver should be suspended until other countries joined 
with the United States. — | 

On motion of H. W. Hughes, of Cincinnati, a committee of three 
was appointed to wait on the Hon. William Groesbeck, of Cincin- 
nati, and invite him to speak ‘upon this question. 

The committee followed out their instructions, and Mr. Groes- 
beck responded. He favored bi-metallic currency, and went on to 
show that for centuries gold and silver had been of equal value as 
currency. The change took place in 1871 or 1872. What had been 
done in the past could be done in the future. It might be im- 
possible for one country to carry gold and silver alone for its cur- 
rency, and he favored, under present conditions, the suspension of 
silver coinage in the United States until other nations took action 
on the subject. 

A vote of thanks was extended to the speaker, and the resolu- 
tion was put and carried. 

The following resolution. was then adopted: 


Resolved, That in view of the fact that the articles of association of the 
National banks of the country are rapidly expiring without sufficient induce- 
ment for renewal, owing to the constantly diminishing amount and high price 
of Government bonds upon which the bank circulation is based, thus threat- 
ening a serious curtailment of the currency of the country, and since a 
bank-note circulation, absolutely secured and issued under ample safeguards 
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for its redemption on demand, in coin, is necessary for the convenient trans- 
action of the business of the country, and such condition can be best pro- 
vided through the continued operation of the National Bank Act, as has 
been attested by the experience of the last twenty-one years, the attention of 
the Congress of the United States be urgently called to the necessity of 
immediate legislation to meet the important emergency. 

Judge Poland, of Vermont, one of the committee on commercial 
paper, made a report on the subject. Commercial paper, he said, is 
an important part and factor in all commerce, and, so far as nego- 
tiable paper is connected with trade, Congress had full jurisdiction 
over it. He thought that the bill went farther than Congress has 
power to go. The present House of Representatives is not favor- 
ably constituted to pass upon the subject of National banks. Con- 
gress should be asked to pass a law to go to any extent that 
Congress has jurisdiction. 

The matter was referred to the executive committee to press the 
matter to early action. 

Secretary Marsland then read a paper on “The Banking and Cur- 
rency System in its relation to the Business of the Country,” fur- 
nished by Hon. Hugh McCulloch, of Washington, who was unable 
to be present. We give below a brief abstract. After referring to 
the excellence of the National banking system and the advantages 
gained through it, Mr. McCulloch says: 

That it has not been more effective in this direction is attribu- 
table to the fact, that while in the management of the banks 
party politics have been ignored, the Comptroller has, in some in- 
stances, been forced to yield his better judgment in the appoint- 
ment of examiners to the pressure of politicians who have had 
friends to be served or supporters to be rewarded. Having had, in 
years long passed, a good deal of experience in the examination of 
banks, I know how difficult of performance the duties of a bank 
examiner are, and what his qualifications should be. The great 
value of the National bank, nay, its very existence, depends upon 
the security of the notes issued by the banks which are organized 
under it. This security consists of Government bonds, which are 
deposited with the Treasurer in Washington. Nothing else will 
answer the purpose. Bank notes should always be redeemable in 
coin, but they would never be issued if they were to be protected 
by an equal amount of coin in the vaults of the banks. They 
must, to a large extent, be based upon credit, and there can be no 
credit reliable enough for the basis of a National paper currency, 
except the National credit. Nothing, therefore, but the bonds of 
the Government can perfectly secure a National bank-note circula- 
tion. Of these bonds the National banks are being rapidly deprived, 
and will be soon deprived altogether, unless the public revenues 
are largely reduced. The country must be supplied with a paper 
currency of some kind, and the question arises, of what shall this 
currency consist? Certainly not of the notes of State banks, be- 
cause if such notes could be perfectly secured their credit would be 
local; they would not be current throughout the Union. But they 
could not be perfectly secured. The existing legal-tender notes are 
popular with the people, so popular that, if the notes of the banks 
should be retired, there would be an irresistable demand for further, 
if not unlimited, issues. It is not difficult to correctly predict 
what will be the financial condition of the country when the notes 
of the National banks are withdrawn from circulation, and the ex- 
isting restriction upon the issue of United States notes is removed. 
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There will be just what ! predicted in October, 1865, another 
“period of hollow and seductive prosperity, to be followed by wide- 
spread disaster.” Other nations have resorted to the issue of Gov- 
ernment notes when bankrupted by war or extravagance. History 
informs us of the result. Whether the result will be different when 
the notes are issued by a government of abounding resources and 
with a full Treasury will be ascertained when our National banking 
system shall be numbered among the things that have been. 

Mr. B. B. Comegys, President of the Philadelphia National Bank, 
read an interesting paper, which we have given elsewhere. Some of 
his suggestions deserve immediate attention, especially the opening 
of a credit ledger in the Clearing-house, for the purpose of keep- 
ing a record of the names to paper. 

Mr. W. P. St. John, President of the Mercantile National Bank 
of New York, discussed the “ Potter Refunding Bill.” It proposes to 
refund the existing public debt into two and a-half per cents. by 
means acceptable to Government creditors, and certainly advantage- 
eous to the Government. The two and a-half per cents. to be 
offered in exchange for the three per cents., are to be payable at 
the pleasure of the United States, and the exchange to be made at 
par. The two and a-half per cents. to issue in exchange for four per 
cents. to be paid at the pleasure of the United States after 1907, 
and two and a-half per cents. to issue for four and a-half per cents. 
payable after September, 1891. The tax on circulation to be re- 
duced one-half, and hereafter the surplus moneys shall be applied 
to either the calling of bonds or the purchase of those not due, 
according as either course will effect the greater saving of interest to 
the Government. The plan of exchange of four and four and a-half 
per cents. is by a Government payment of such a sum in cash in 
each case as will equal the present worth of the aggregate interest 
on the obligation trom which the Government is released in the 
exchange. 

An elaborate paper was presented from E. K. Olmstead, of New 
York, giving a succinct view of the conflicting legislation of the 
States in regard to commercial paper, which also suggested reme- 
dies, by State or federal legislation, for the evils which are thus aris- 
ing under our rapidly growing volume of inter-State commerce. 

A number of tables were presented from Hon. H. W. Cannon, 
Comptroller of Currency, illustrating the increase of State banks 
and private banking institutions in various sections of the country 
during the last ten years, and showing the new tendency which 
in some States has been observed recently for the State and private 
banking machinery of the country to grow with greater rapidity 
than that of the National banking system. 

Charles S. Grahame, President of the Ninth Ward National Bank 
of Newark, N. J., read a paper on the continuance of National 
banking currency, which was received with favor. 

Eben Sutton, President of the First National Bank, Salem, 
Massachusetts, remarked that in surveying our banking system he 
could see in it only one serious defect: that of the iron-clad restric- 
tions upon the issue of National currency, thus destroying entirely 
its elasticity, and the most valuable feature in all paper currencies. 

William Ernst, President of the Branch Northern Bank of Ken- 
tucky, Covington, presented a valuable paper on the banking situa- 
tion, with suggestions tending to prevent panics and make our bank- 
ing system more responsive to the wants of business, especially in 
periods of monetary perturbation and commercial pressure. This 
paper we hope to present in our next number, 
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For any permanent relief, and to avoid failing again into the 
old State system, with all its dangers and disturbances of the ex- 
changes, we must have a larger basis for our currency, and praise 
be to the man who shall present one both safe and practical. 

Panics, like offences, he believed must come certainly in all 
countries highly civilized, and with an immensely extended credit 
system like ours; and our banking arrangements should be such 
as to check or break their disastrous effect as far as possible. 

Two policies may be pursued at these crises, one which shall ag- 
gravate and protract them, or one which shall ameliorate, soften and 
curtail them—the former one of timidity, restriction and hoarding ; 
the latter, one of forbearance and discriminative and generous con- 
fidence. The recent remedial and protective combination of banks 
in New York City, during the late panic, was of the latter policy. 

All the banks in the National bank system are connected by an 
indissoluble bond, and one member cannot perish unless the others 
suffer also. 

Daniel Geary, Cashier of the First National Bank of Albuquerque, 
New Mexico, offered the following suggestions with reference to 
Raised Drafts: “It strikes me that a secret cipher code might be 
adopted by all banks and bankers respectively, to be printed and cir- 
culated under the authority of your Association, containing also the 
signatures (copies ) of officers authorized to sign drafts and C. Ds. on 
behalf of any such bank. The cipher indicating the number of 
hundreds or thousands of dollars for which a draft is drawn, to be 
‘entered upon the face or back of every such draft. This book or 
pamphlet to be sent to all banks on payment of a stipulated sum, 
to cover cost of publication, and to be kept in the exclusive and 
careful custody of the managing officer, for reference in all cases 
of doubt, or when drafts are presented by strangers. Such a sys- 
tem would give the earliest possible information of any change 
from original amounts, and obviate the necessity of telegraphing to 
ascertain the true amounts. All changes of signatures of signing 
officers to be reported monthly and distributed. I should be glad 
to have you present this scheme to some bank officer. of New York 
of long experience for his views, for to me the plan looks feasible 
and of great utility. The cipher could be changed annually if 
deemed advisable.” 

Mr F eng Thompson, President of the Chase National Bank of 
New York, presented papers on the Silver Question and on the 
Prevention of Panics. We extract the following on the latter subject: 

First.—One extreme is followed by the opposite extreme. The 
“boom” of 1878, 1879 and 1880, was but the forerunner of the re- 
cent disastrous and deplorable reaction. Secondly—Great prosperity 
is demoralizing. It stimulates the almost universal desire to get 
rich in haste; commercial and financial gambling grows rank, open- 
ing a broad road, a double track, down grade to bankruptcy, de- 
falcation, domestic ntisery and suicide. 7/zrd/y—Good men often 
lose their head in a “boom,” as exemplified by the unfortunate 
position of a number of prominent bank officials in New York City, 
as well as a hundred or more brokers, and another hundred mer- 
chants. The prevailing idea is that men lose their heads in a 
panic; the panic only develops the fact that they lost their heads 
in the “boom.” fourthly—Bank officers should manage their bank 
and live on their salaries. Depositors and stockholders forfeit all 
sympathy if they tolerate a speculating official to stay one hour in 
charge of their assets. Turn the speculator out or get out yourself. 
































1834. | THE BANKERS’ CONVENTION. 209 


Figure-head directors should also go, or be held individually liable. 
Fifthly—Congress has failed to act on a measure which I advocated 
at our last Convention, and which I now beg to reiterate, as fol- 
lows: Whereas, The advantage and the necessity of providing for 
an increased or extra issue of currency, which will meet and break 
the force of financial revulsions, and protect business interests, has 
been practically and successfully demonstrated in England; and 
Whereas, Existing laws in this country are entirely wanting in any 
provisions of this character, therefore, be it 

Resolved, That this Convention recognizes the necessity of legisla- 
tive action to provide for the protection of the vast and continually 
increasing monetary interests of this country in times of financial 
revulsion, such as recur periodically ; 

Resolved, That Congress should enact a law investing the Secre- 
tary of the Treasury with full power to receive any United States 
bonds not exceeding in amount $100,000,000, and to issue therefor 
currency notes equal in amount to the par value of the bonds de- 
posited, and accrued interest on the same. Interest on the bonds 
while on deposit to accrue to the Treasury. Depositors to be al- 
lowed to redeem bonds at any time, without notice. Bonds so de- 
posited to be subject to a call for redemption upon sixty days’ 
notice from the Secretary, and to be forfeited to the Treasury upon 
failure to respond to such call. The Secretary, in the exercise of 
the authority so delegated, to act by and with the advice and 
consent of the President of the United States, and under such fur- 
ther restrictions as the wisdom of Congress may provide to guard 
against its improper exercise. 

Resolved, That the Executive Council of this Association are 
hereby requested to adopt, as they deem best, the needful measures 
for properly laying this matter before Congress. 

It requires an elaborate study to understand that this measure, 
had Congress adopted it, would have allayed the apprehension 
of disaster, particularly with Savings bank managers. It will be 
observed that the proposed measure does not limit the _ issue 
of currency to banks, but embraces all holders of United States 
bonds. 

The Clearing-house action of pooling assets and compelling the 
strong banks to sustain the weak, seemed a wise measure under 
pressure, as it warded off a general suspension. At the same time, 
such a course is open to grave objections, as the banks thus as- 
sociated are deprived of individual freedom of action, and the 
measure which I have proposed for the consideration of Congress, 
would provide far more desirable means of protection in times of 
panic. 

The panic, in connection with our bank management and Clear- 
ing-house legislation, has made apparent the necessity of a large 
and independent institution in the City of New York, where the 
banks of other cities can keep their reserves and surplus balances— 
feeling certain of their controllability when needed, and also sharing 
in the interest that can be safely earned on such balances—a bank 
that wiil be to this country what the Bank of England is to Great 
Britain. The time is now auspicious for organizing such an insti- 
tution, and the National Bank Law is adequate, and invites its 
Organization. The stock of this Controlling Bank should be taken 
mainly by banks, trust and insurance companies. 

The idea has been advanced that the National banks cannot 
subscribe to the shares of such an institution. This is an error. 
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They do invest in stocks and bonds less legitimate than such a sub- 
scription. An interchange of opinion in this movement, to ascer- 
tain its chances of success, is recommended, and after the Presi- 
dential election, a meeting of bank officers should be held, that its 
merits and demerits may be fully discussed. 

The system of Country Clearing adopted in Great Britain was 
the subject of an excellent paper by Robert W. Barnett, of Lon- 
don. Mr. Charles Jenkins, President of the East River National 
Bank of New York, also presented a paper on the Collection of 
Country Checks. He said, in part, the expense and delay are not 
the only evils in the case, but the usage places the banks in the 
position of lenders of money without interest, and without knowing 
anything about the security. The checks are deposited with the 
receiving tellers, who know but little about the dealers, and neither 
dealer nor teller knows whether the check is good at the bank it 
is drawn upon. The practice is of no benefit to a_ responsible 
dealer, for if his balance is all the time sufficient to cover the 
checks while collecting, he is not benefited by the apparent increase 
of his deposit, while the bank is put to the needless expense of 
taxation and reserve, by placing those items in the deposit ac- 
count instead of in the collection account, where they properly belong. 

Solvent depositors should object to having the bank they deal 
in made unsafe by any such practice. During the late panic, ne- 
cessity forced the banks who had been unwise enough to initiate 
the practice, to refuse to continue it, and the banks have several 
times been compelled to propose the adoption of the rule recently 
under discussion at the New York Clearing-house, expelling all banks 
from its privileges that credit as cash checks which are not payable 
through the Clearing-house. 

Checks on city banks, if not good at the bank drawn upon, are 
returned forthwith, giving the opportunity of returning any check 
that may be drawn upon such deposit unpaid; but when country 
bank checks are received it takes several days to hear whether 
they are good or not. In the meantime the depositor may have 
drawn upon them. 

Any dealer having a post-dated check on a city bank would, if 
he wanted to use it, ask to have it discounted. In that case the 
bank is paid for the advance, and has the opportunity of judging 
whether the parties are worthy of credit; but a bank in receiving 
country checks as cash is lending money, without pay, and run- 
ning the risk blindly without any knowledge on the subject. The 
practice also opens a wide door for kiting and fraud. It is hoped 
that the American Bankers’ Association will act upon this import- 
ant question, which is of general interest, and is attracting the 
attention of banks and Clearing-houses all over the country. It is 
an anomaly in our financial system that the banks, besides incur- 
ring expense in collecting these checks, should lose a great deal 
of interest through advancing on them before the collections have 
been made, the period of such interest being from three to fifteen 
days, and should also be compelled to hold twenty-five per cent. 
reserve of idle money against such deposits, which cannot be used 
by the banks. It is easy to see that to this extent there is solid 
ground for the banks resisting this usage. At the same time the 
services thus rendered by the banks to the public are so essential to 
commercial convenience that it is in the highest degree important 
that no hasty measures should be taken to enforce the just rights of 
the banks in the case. 
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So far as New York is concerned the usage has assumed its pres- 
ent dimensions from the habit into which® country correspondents 
have fallen of remitting in checks instead of by bank drafts col- 
lectable in New York. There is no justification for that custom. 
The remitter thereby gains a few days’ time, to which he has no 
right; and his check has to be sent back to the place of issue to: 
be collected through a bank draft, which could as easily have been 
sent at first. It may not be easy to remedy this abuse, but it 
would be well for men of business, if they wish to avoid threat- 
ened inconvenience and expense, to insist, as far as possible, that 
their country correspondents substitute bank drafts on New York 
for their own checks in making future remittances. Perhaps it 
might be well for the banks, by common consent, to enforce this 
rule as far as they can. If there is no abatement of the abuse, 
the banks might properly adopt the other remedial measures which 
have been suggested for their protection, and for the general safety, 
convenience and advantage of the business of the country. 

A paper was then presented from Mr. N. B. Sligh, Cashier of 
the Texas Banking and Insurance Company of Galveston, Texas, 
“On the Uses and Abuses of Banks,” in which he asked, How shall 
the surplus funds: of a bank be employed to the best uses? Obliga- 
tions, the value of which are represented by the products of our 
country, raw material or manufactured goods, are the most desirable 
purchases for banks. 

First—Because the securities they represent are for sale, con- 
sumption or use, and conservative advances made on them, under 
prudent safeguards, are sure to be returned with consideration for 
use. Secondly—Because the lender can reasonably calculate upon 
the return of the funds at the /zme specified. Zhzrd/y—Because 
this directly assists and encourages the material interests of our 
common country. 

The next best business is that represented by the paper of mer- 
chants engaged in legitimate ventures where the funds are believed 
to be intended for the benefit of the success of such ventures. By 
reason of the fact, however, that merchants and manufacturers offer 
special inducements, thus escaping any risk, purchasers in good 
standing float their notes, take advantage of the inducements, and 
thus relieve the market of the best class of commercial paper. The 
banks, not finding enough of this, accept other indorsed paper, not 
always knowing whether the funds are to be used for legitimate or 
speculative purposes. Herein the banks are sometimes used to foster 
speculation, and thus abused. 

-It may be a broad assertion, but it is believed to be true, that 
loans sought to be obtained upon one name paper with collateral 
securities of stocks or bonds, inevitably partake of a speculative na- 
ture, else why do they not liquidate, realize on the: property and 
avoid borrowing? The answer is plain. A bank may conduct its 
affairs successfully a long time, but there will come a day, when 
having made such loans, it will share some of the losses. Money 
thus lost or tied up is diverted from uses more beneficial to it- 
self and that public it is always ,ready to serve when properly 
directed. 

The burden of providing for the wants of the various legitimate 
interests of the country should be borne equally by the banks in 
general. But to do this successfully demands the exercise of con- 
servative principles, and a sturdy refusal to enter into any scheme 
of lending money at enticing rates on speculative securities. 
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Should not a bank make money? By all fair means, yes! Capi- 
tal is entitled to and should receive compensation for its use. But 
let it be earned in the good old way. A fair and honest com- 
pensation for fair and honest use. A banker should refuse to lend 
money on securities at fifty cents on the dollar of their market 
value, if he does not have faith on their basis, for by doing so 
he thus encourages the building of a structure that may fall, and 
if it does not catch him, will make his neighbor suffer. With such 
recurring disaster to the financial world, those who are entrusted 
with the management of banking institutions look about them for 
the causes that led to it, and begin to hedge against further threat- 
ened results. This is right, but great care should be exercised lest 
they may disregard the obligations they are under to the very inter- 
ests of the country to which they have been and always will be in- 
debted for their best business. 

A serious abuse of a bank is to conduct it solely with a view 
of making money without reference to its contemporaries or the 
interests of the various industries of the country. Dishonest prac- 
tice, of whatever nature, is that kind of abuse that not only 
brings ruin to those practising it, but brings down many innocent 

ople, disturbing, as we have recently seen, the very existence of 
that which holds government and society together. Sem lessons 
it is our privilege to study. 


The second day’s session was called to order at 10.45 A. M. 

The election of officers was first in order. The list remains 
the same as last year, with the following exceptions: E. Francis 
Riggs, of Riggs & Co., bankers, Washington, for the District of 
Columbia; Joseph H. Oglesby, President of the Louisiana Bank, 
New Orleans, for Louisiana; Abraham O. Bigelow, President of 
the Massachusetts National Bank of Boston, for Massachusetts; and 
Isaac Danforth, Jr., President of the First National Bank of Rich- 
mond, for Virginia; in place of the retiring Vice-Presidents. 

George S. Coe, President of the American Exchange National Bank 
of New York, was made Chairman of the Executive Council, and James 
H. Bouvé, Presiderit of the Boston National Bank, J. H. Millard, 
President of the Omaha National Bank, and Hon. John J. Knox, 
President of the Bank of the Republic, were elected members of 
the same council. 

The following resolution was carried: 

Resolved, That an auxiliary membership, to be called ‘‘ associate members,” 
shall be established, the qualifications of which shall be: First, service in 
any bank or banking establishment for a period not less than five years; 
second, passing an examination upon such subjects as shall be prescribed by 
the executive council 

Resolved, That a committee of three be appointed by the chair to con- 
sider and perfect a plan for the practical application of the ideas contem- 
plated in the foregoing resolution, and to report the same, when perfected, 
to the executive council. 

The following resolution was adopted: 

Resolved, That the thanks of the Association are due to the newspaper 
press for publicly exposing and denouncing certain schemes for blackmailing 
the banks and bankers of the country through publications and illegal de- 
mands sent to them through the mails, and that the banks and bankers be 
cautioned against noticing or responding to such demands. 

Judge Poland, of Vermont, made a reference to the Potter Re- 
funding Bill, as read yesterday, and spoke of the sound sense it 
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contained, and concluded by calling upon Mr. Potter, of New York, 
the originator of the banking system of the country, and whose 
views are embodied in the above bill, to make some remarks. Mr. 
Potter responded, and took the platform amid loud applause. He 
made a brief reference to the present banking system as one to 
which he gave his early attention. He did not want the system 
used to perpetuate the National debt, but to be useful as long as 
the debt remains. He hoped the bill would be favorably consid- 
ered in Congress. If passed, its effect would be to place our bank- 
ing interest upon as high a plane as that of any nation in the world. 

The following paper on Corporate Suretyship was offered from 
General Richard A. Elmer, Vice-President of the First National 
Bank, of Waverly, New York, and President of the American Surety 
Company: 

I beg leave to invite your attention to the practical advantages 
offered by the system of corporate suretyship, which is_ rapidly 
superseding the old methods of personal sureties in this country, 
more particularly as applied to the requirements of banks and bank- 
a in the matter of security from officials and employés. 

he system relieves the officials of the bank from a great deal 
of troublesome detail and needless anxiety. Ist. In looking after a 
multitude of sureties. 2d. In keeping informed as to the continued 
solvency and ability of individual sureties to meet their obligations, 
should a claim for loss arise. 3d. In substituting new sureties when 
the original ones die, withdraw or become insolvent. 

The system offers to banks a more reliable and tangible form of 
security than that of private suretyship, which is affected by death, 
insolvency, and other circumstances. The insurance of corporate 
bonds tends to promote personal honesty and good character, as 
these prerequisites are the material conditions on which they are 
furnished to the applicant. This basis of security is better than the 
influence of purely private interests, family relationship, or pecuniary 
resources. The annoyance and vexation of seeking sureties on the 
one hand and of being asked to become surety on the other, in- 
creases with the growth of the community, and what was ordinarily 
a simple act of friendship in a small community, where everybody 
knew and could watch everybody else, has become onerous and 
vexatious to a large degree in a large city. 

No small amount of misery is frequently occasioned by the en- 
forcement of liability against private sureties, who often assume ob- 
ligations which they should not incur, and cannot afford to dis- 
charge. Many individuals yield to importunity against their better 
judgment, and out of kindness to their friends forget their obliga- 
tions to their families. Besides this, they are impressed with the 
idea that there is rio probability of their being called upon to 
make good any claim arising under the bond. 

Corporate suretyship has been the only system of suretyship in 
England for many years, and its adoption in this country affords 
to the community at large a sure means for self-protection. The 
security offered is better because it is furnished by a company which 
derives its legal existence from the State, having a fixed capital, 
and in addition thereto a reserve of fifty per cent. of all premiums 
received, as required by law. Being under the immediate supervi- 
sion of the State authorities, its continuous solvency is assured and 
its assets readily available. The extent of the security is therefore 
placed beyond doubt. 

With the individual bondsman the case is entirely different, 
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though his guarantee may be a good and valid one when given, its 
continued value is at all times contingent on his financial condi- 
tion, which may be affected by success and reverse in _ business. 
Besides this, it is frequently the case that a private surety at the 
time of executing a bond is actually in a state of fancied solvency 
or concealed insolvency; the secrets of his affairs are in his own 
keeping, and it is impossible to scrutinize or exercise a supervision 
over his ability to meet the obligations he assumes. 

- Again, the contract with a company being renewable annually (as 
its bonds are issued for one year only), evidence of its solvency, or 
otherwise, can be easily obtained and assured whenever desired. On 
the other hand, it not infrequently happens, in the case of private 
suretyship, that the surety is not heard of for a series of years, and 
in the event of a claim arising under his bond, he is either dead 
or his whereabouts unknown; or, if found, is utterly unable to in- 
demnify the claimant. The amount claimed is more speedily recov- 
ered, the bond of the company being so explicit as to leave no room 
for doubt, controversy or litigation in the adjustment of claims 
thereunder. 

The corporation acts as surety on business principles, and with the 
full knowledge that in the nature of things a certain percentage of 
the amount of obligations it assumes will become claims for indem- 
nity. Its premium rates are carefully computed and established 
from long experience on the positiveness of the laws of average, 
while its risks are all isolated, and therefore not subject to any 
epidemic of losses, as is the case with the risks of life, fire and ma- 
rine insurance companies. 

A number of papers were read, to some of which reference will 
be made hereafter, our space not allowing further extracts than 
those made at this time. Among these papers was one by Mr. George 
Hague, Manager of the Merchants’ Bank of Canada, on “One Name 
Paper,” which elicited especial praise. This subject possesses a 
peculiar interest just now, and we hope to find room for it in a 
future number. 

The Convention then adjourned szne de. 
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. TENDER—MUST BE UNCONDITIONAL.—An offer of payment, to 
constitute a tender, must be understood as a tender, absolute and 
unconditional; and to treat an offer of payment conditional upon 
a discharge from the whole debt, as a tender, is a fatal error. 
2 Greenl. Ev., § 602, e¢ seg. The alleged tender in Hunter v. Warner, 
1 Wis. 141, was, “ Warner said he had the money, and it should be 
paid when due; that he was ready to pay,’ etc. It was held no 
valid tender. “An offer with the understanding that -it shall be 
accepted for the whole claim or the disputed claim is not a good 
tender in law.” Latham v. Hartford, 27 Kan. 249. “<A tender is 
not good accompanied with a demand for a discharge of the whole 
debt.” Richardson v. Boston C. Laboratory, 9 Metc. 42. “I showed 
him $500, and told him he could have it for his claim.” This 
was held conditional, and a mere offer of payment, and unavailing 
as a tender. Tompkins v. Battie, 11 Neb. 147; 7 N. W. Rep. 747. 
“An offer to pay: to satisfy the whole debt,” was held no tender 
in law, in 7homas v. Evans, 10 East 101; and to the same effect 
are Glasscott v. Day. 5 Esp. 48; Lancashire v. Kellingworth, 2 Salk. 
623; Clark v. Mayor, etc., 1 Keyes 9; Thayer v. Brackett, 12 Mass. 
450. [Elderkin v. Fellows. lowa Sup. Ct. | 
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RIGHT OF BANK TO PURCHASE NOTES. 
“SUPREME COURT OF ILLINOIS. 
First National Bank of Greenville v. Sherburne. 


Where a note was indorsed in blank by the payee, and before maturity 
delivered for value to the appellant bank through its cashier: Ae/d, that the 
fair and reasonable presumption from the fact that the note was taken in 
‘‘the usual course of business” of a National bank would be that it was 
discounted ; that although in form and in common parlance it was a pur- 
chase of the note, yet in substance it was a loan by way of discount made 
by the bank to the payee, and the relation of debtor and creditor as between 
them was created. 

In the absence of Federal or binding authority as to the construction to 
be given section 5,136, U. S. RK. 5S., the court places its decision upon 
higher ground, and is of opinion that a purchase may be made by way of 
discount, equally as well as a loan may be made by way of discount. 

Discount means, ex vi ‘fermint, a deduction or drawback made upon ad- 
vances or loans of money upon negotiable paper or other evidences of debt 
payable at a future day, which are transferred to the bank. 

Where a note, before maturity, was taken by the cashier of a bank sin 
the usual course of business, and he had no notice or knowledge of the 
contract of warranty in regard to the machine sold, or of any failure 
of the consideration of the note, and there was a like lack of notice or 
knowledge on the part of all the directors and officers of the bank ex- 
cept the president, who, being a mutual friend of the payee and appellee, 
wrote both the note and the contract of warranty, and also knew, as 
such friend, prior to the transfer of the note, that appellee claimed the 
machine had failed to work as warranted, and had demanded a return of 
the note, but he never informed any of the directors or officers of the bank 
of these facts, and did not know the bank had taken the. note in question 
until two or three months after it had been assigned. The board of di- 
rectors did not appear to have defined the duties of the several officers as 
authorized by the National Bank Act: Held, that the knowledge of the 
president was not notice to the bank, and the plea of failure of considera- 
tion is no defence; that if the notice in this case had been to either the 
cashier or the board of directors, it would have been notice to the bank. 


This was an appeal from the Circuit Court of Bond County, and 
reported in the Chicago Legal News, from which the foregoing syl- 
labus is taken. ; 

BAKER, J.—The power, given to National banks, as respects the 
matters here in issue, is “to carry on the business of banking by 
discounting and negotiating promissory notes, drafts, bills of ex- 
change, and other evidences of debt.” R.S. U.S., Sec. 5,136. It 
was urged that the transaction involved in this case was a purchase 
by appellant of the notes; that a National bank has no power to 
make such purchase, and that the bank took no title thereto and 
cannot recover thereon. The cases of Lazear v. Nat. Union Bank of 
Md., 52 Md. 78; FF. & MM. Bank v. Baldwin, 23: Minn. 198, and the 
First Nat. Bank v. Pierson, 24 Minn. 140, are cited as authorities in 
that behalf. As we understand the facts of the case bearing upon 
the question under consideration, the note was executed by appel- 
lee and payable on the first of September, 1882, to the order of 
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one E. B. Wise, and was by said Wise on the twenty-ninth of 
June, 1882, and before maturity, indorsed in bank and delivered for 
value through its cashier to the appellant bank. No point was 
made in the court below as to the title of appellant, and the evi- 
dence does not disclose what disceunt was made upon the note. 

The argument made here is based upon the statement of the 
cashier that he purchased the note from Wise, and that it was 
bought in the usual course of business as he bought other notes. 
It may be questionable whether the words used in the statute, “ by 
negotiating,” are broad enough to include that which was here done 
by the bank; and yet, according to the lexicographers, the word 
“negotiate” means not only “to transfer,” “to sell,” “to pass,” but 
“to procure by mutual intercourse and agreement with another.” 
It appears the note was taken by a National bank and “in the 
usual course of business.” Admitting the bank had no power to 
become vested with the legal title to the note otherwise than by 
“discounting”’ it—the fair and reasonable presumption, from the 
fact it was taken in the usual course of business of a National bank, 
would be that it was discounted. The fact the cashier, in stating 
the transaction, uses the words “purchased and bought,” we do 
not deem of much importance. In Atlantic State Bank v. Savery, 
82 N. Y. 291, a similar statute was under consideration, and the 
.word “bought” was used by the witness, and a written memoran- 
dum of the transfer was made and delivered at the time, in which 
the word “sold” was used, and yet it was held it was a dis- 
count and the title to the note was valid. In the present case the 
paper was procured from Wise, who was both payee and indorser, 
and was transferred by an-indorsment imposing the ordinary liability 
upon the indorser. 

Although in form and in common parlance it was a purchase of 
the note, yet, in substance, it was a loan by way of discount made 
by the bank to Wise, and the relation of debtor and creditor as be- 
tween them was created. 

Discount is the difference between the price and amount of the 
debt, the evidence of which is transferred; and the character of 
the paper, with reference to its being business or accommodation 
paper is immaterial as respects the transaction being properly de- 
nominated a loan: ational Bank v. Johnson, 104 U.S. 271. Had 
the transfer been by delivery only, or by an indorsement without re- 
course, then, probably, it might be regarded as an absolute purchase 
of the note. 

This is sufficient upon this point for the purposes of the present 
controversy. We are inclined however, in the absence of Federal 
or binding authority, as to the construction to be given this section 
5,136, R. . U. S., to place our decision upon higher ground. A 
purchase may be made by way of discount, equally as well as a loan 
may be made by way of discount. Discount means ex vi termini, a 
deduction or drawback made upon advances or loans of money 
upon negotiable paper or other evidences of debt, payable at a fu- 
ture day, which are transferred to the bank: Fileckner v. Bank of 
U. S., 8 Wheat. 338, 350; and in the same case Mr. Justice Story 
speaks of “a purchase by way of discount.” If the party dealing 
with the bank assumes a responsibility, it is a loan; if he does not, 
it is an advance made to him in consideration of the transfer with- 
out recourse or by delivery. If a greater rate of discount is taken 
or reserved than the Bank Act allows, then the bank is liable to 
the penalties imposed by the Act, but the title of the bank to the 
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paper is not affected. The decision of the New York Court of Ap- 
peals, in Govery’s case, 82 N. Y. 291, is much in point. See, also, the 
able discussion of the subject in the dissenting opinion in Lazear’s 
case, 52 Md. 126. We think the logic of the opinion of the Su- 
preme Court of the United States in Natronal Bank v. Johnson, 
104 U. S. 271, leads to the same conclusion. 

The defence relied on at the tridl was that of a failure of the 
consideration of the note. Of course such defence cannot be suc- 
cessfully interposed if the appellant bank took the note in good 
faith and without notice. It appears from the evidence the note 
was taken by the cashier of the bank in the usual course of busi- 
ness, and that he had no notice or knowledge of the contract of 
warranty in regard to the machine sold, or of any failure of the 
consideration of the note. There was a like lack of notice or 
knowledge on the part of all the directors and officers of the 
bank, except McNeill. McNeill was president of the bank at the 
time the note was executed and until January, 1882, and was vice- 
president from the latter date until after the supposed failure of 
the machine to do good work in the harvest of 1882, and after the 
assignment of the note. He, as a mutual friend of the payee, 
Wise, and appellee, wrote both the note and the contract of war- 
ranty; and he also knew as such friend, prior to the transfer of 
the note, that appellee claimed the machine had failed to work 
as warranted, and had demanded a return of the note. It also ap- 
pears that McNeill never informed any of the directors and officers 
of the bank of the contract between Wise and appellee, or of the 
supposed failure of consideration; that the cashier and bookkeeper 
did the general business of the bank and purchased the notes, and 
that the only part McNeill ever took in the purchase of notes 
was that if he was present the cashier might sometimes ask him 
about the notes he was buying, and that he did not know the bank 
had taken the note in question until two or three months after it 
had been assigned. 

The general management of the business of a National bank is 
confided to a board of directors, and this board appoints the presi- 
dent, vice-president, cashier and other officers. The National Bank 
Act nowhere defines the duties of these several officers, but au- 
thorizes the board to do so; and in this case the board does not 
appear to have exercised that authority. The president and vice- 
president, then, of appellant, must be regarded as having only such 
am and duties as are necessarily incident to their respective 
Offices. 

The president of the bank has very little inherent -power; it is 
his duty to preside at the meetings of the board of directors, and 
he has charge of the litigation of the bank; and, other than these, 
he has no power inherently over and beyond another director. 
Hodges Exr.v. Nat. Bank, 22 Gratt. 51. We are not advised the 
vice-president of a bank has inherently any other than contingent 
duties to perform, unless it be he is also a member of the board of 
directors. As matter of fact, these officers may frequently transact 
important business for the bank. Sometimes it is done by express 
authority from the directors, and sometimes, if done with the knowl- 
edge and approbation or the tacit sanction of the board, it may be 
regarded as legalized by the principles of ratification or usage. 
Morse on Banks, 128. The powers and duties of a cashier are much 
more numerous. In all transactions in which the bank may lawfully 
engage, the cashier is its managing agent. While he is the business 
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officer of the bank, it is in the sense of one who transacts the 
business, and not one who regulates and controls it. Morse on 
Banking, 137. 

Without discussing the relative powers and duties of a board of 
directors and a cashier, it may, perhaps, be safely assumed that if 
the notice in this case had been to either one or the other it would 
have been notice to the bank. : 

Parsons states the rule of law to be, that a notice to a corpora- 
tion binds it only when made to an officer whose situation and re- 
lation to the corporation imply that he has authority to act for the 
corporation in the particular matter in regard to which the notice 
is given. 1 Parsons on Contracts, p. 77. In Story on Agency, sec. 
140, and following sections, the subject under examination is quite 
fully discussed, and in sec. 140 4 it is said: “If we examine the sub- 
ject upon general principles, and with reference to practical conve- 
nience in the administration of banks it might seem that, to bind 
the banks, the notice ought to be given to the proper agents of the 
bank legally intrusted with the particular business to which the no- 
tice relates. If the business be legally confided to the cashier, no- 
tice to him ought to bind the bank. If it is to be done bya 
board of directors, as for example, in the discounting of notes, they 
ought to have official notice of any illegality or informality affect- 
ing the notes, and notice to cne director only, unknown to other 
directors of the board, ought not to bind the bank.” 

In Angell and Ames on Corporations the same subject is dis- 
cussed in sections 306, 307 and 308. It is there said, among other 
things, that notice to either of the directors while engaged in the 
business of the bank is notice to the bank, but that where a di- 
rector is not engaged in the business of the bank, notice to him 
will not be deemed notice to the bank. And it is also stated, no- 
tice to the director of a bank will not be deemed notice to the 
bank, unless the director be constituted as organ of communica- 
tion between the bank and those who deal with it; and that a 
private communication of a fact to a director, or his knowledge of 
it from rumor, is clearly no notice to the board unless he com- 
municates the fact to the board. 

The rule is stated in Morse on Banks, p. 109, to be that if the 
director acquired the knowledge in his official capacity, or in the 
course of, or in relation to, any special matter or function of which 
he had charge as an agent of the bank, then he knows it as a di- 
rector, and the law holds that the bank also knows it; but that 
if he acquired it solely as any other private individual might have 
acquired it, and not officially, or in connection with his discharge 
of the functions of his office, or if it did not relate to any matter 
in which he owed a peculiar duty to the bank, he does not know 
it as director, and the bank does not know it by implication 
from his knowledge, unless, as a matter of fact, he communicated it 
to his co-directors, or such of them as are present at the meet- 
in 


g. | 
Tested by the rules of the law as stated above, it would seem 
the knowledge of McNeill was not notice to the bank, and that 
the plea of a failure of consideration is no defence under the cir- 
cumstances of this case. The rulings of the court upon the instruc- 
tions were in conflict with the views herein expressed, and were 
erroneous. 

The judgment is reversed, and the cause remanded. 
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LEGAL MISCELLANY. 


TAXATION—CORPORATION—DEDUCTION—“ ASSESSED VALUE.” —(1), 
Writ of certzorarz directed to defendants for the purpose of review- 
ing .their action in assessing the capital stock of the relator for 
the years 1882. The relator claims that the amount of the capital 
stock to be subjected to taxation should be the residue after deduct- 
ing from the par amount, $600,000, the sum of $405,000 expended 
in real estate, which would leave only $195,000 assessable as per- 
sonal estate. The defendants, however, claimed that as the stock 
was at least fifty per cent. above par, and that, as the whole value 
thereof, estimated according to its selling price was $900,000, and 
it not appearing that the real estate purchased was of any greater 
value than the amount paid for it, it was proper to deduct such 
amount from the actual value of the capital stock estimated ac- 
cording to its selling price. /7e/d, that under the provisions of the 
Act of 1857, ch. 456, in relation to the taxation of corporations li- 
able to taxation, for the purpose of taxing the capital stock of a 
corporation, it is to be “assessed at its actual value,” from which 
is to be deducted “the assessed value of the real estate,’ and such 
other items as are specified in the Act. (2) The provisions of 
the statutes regulating the details of assessments of the property 
of corporations (1 Rev. Stat. 415, § 6, as amended by act of 1853, 
ch. 564), are to be deemed ,amended so far as is necessary to make 
them conform to and give effect to the Act of 1857. A construc- 
tion of a statute which leads to an absurd consequence must al- 
ways be avoided, as an absurd purpose is not to be attributed to 
the law makers. Com. v. Kimball, 24 Pick. 370. It will not always 
be easy to determine the assessed value of the real estate to be 
deducted from the actual value of the capital stock. There can be 
no difficulty when the real estate is situated in the same ward or 
town where the capital stock is assessable, or even when it is situ- 
ated in the same city or county. In most cases it will thus be 
situated, but if it is not, and is yet within the State, it will not 
be impracticable to ascertain its assessed value from assessment 
rolls always accessible. But if the real estate should be in another 
State or country, or if for any other reason its assessed value can- 
not be obtained, then, as the best and nearest substitute for it, the 
price paid as the presumed value, in the absence of proof or of 
any other standard, may be taken as the assessable value. We have 
not overlooked the fact that some of these views are in conflict 
with those expressed by Mason, J., in the case of People v. Board 
of Assessors, 39 N. Y. 81. All that was there said was not neces- 
sary to the decision of that case, and we think the construction 
we have given to the statutes is more likely to give just results, 
and to effectuate the intention of the law makers. [ People v. Com’rs 
of Taxes, N. Y. Ct. of Appeals.] 

NEGOTIABLE INSTRUMENT—CONSIDERATION—EVIDENCE—PERFORM- 
ANCE IN FUTURE—MEASURE OF RECOVERY.—(1I) A statement in a 
promissory note that it was given for money loaned is not conclu- 
sive; it is open to either party to show the actual consideration. 
1 Pars. N. & B. 194; Abbott v. Hendricks, 1 M. & G. 791; Wheeler 
v. Billings, 38 N. Y. 263; Arnot v. Erte Ry. Co. 67 id. 321. (2) A 
promissory note, given in consideration of future services to be 
rendered by the payee, upon the rendition of the services in reli- 
ance thereon becomes valid and binding, although there was no 
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agreement at the time of the giving of the note upon the part of 
the payee to render the services, and although the amount of the 
note be much greater than the value of the services. In Cottage 
Street Church v. Kendall, 121 Mass, 529, Gray, C. J., said: “ Where 
one promises to pay another a certain sum of money for doing a 
particular thing, which is to be done before the money is paid, 
and the promisee does the thing upon the faith of the promise, 
the promise, which was before a mere revocable offer, thereby be- 
comes a complete contract upon a consideration moving from the 
promisee to the promisor. In White v. Baxter, 71 N. Y. 254, it 
was held that where one, acting on the faith of a promise, performs 
the condition upon which the promise was made, the promise at- 
taches to the consideration so performed, and renders the promisor 
liable. Rapallo, J., again writing the opinion of the court, said: 
“After the promisor has had the benefit on the consideration for 
which he bargained, it is no defence to say that the promisee was 
not bound by the contract to do the act.” In Marze v. Garrison, 
83 N. Y. 26, Andrews, J., commenting on the same rule, said: 
“When the defendant has actually received the consideration of 
an agreement by a voluntary performance of an act by the other 
party, upon his proposition or suggestion, such performance consti- 
tutes a consideration which will uphold the defendant’s promise,” 
and that it was not essential to the existence of a consideration 
for the defendant’s agreement that mutuality of obligation should 
have existed between the parties when this agreement was made. 
See also 7razu v. Gold, 5 Pick. 380; Welletts v. Sun Mut. Life Ins. 
Co., 45 N. Y. 45; Sands v. Crooke, 46 id. 564; Barnes v. Pertne, 9 
Barb. 202; L’Amoreux v. Gould, 7 N. Y. 349. (3) Plaintiff was en- 
titled to recover the full amount of the note, although that was 
much greater than the real value of the services; and for such a 
rule the cases of Worth v. Case, 42 N. Y. 369, and Earl v. Peck, 64 id. 
596, are ample authority. [J/c/ler v. McKenzie, N. Y. Ct. of Appeals.| 
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THE ABOLITION OF EXCHANGES. 


To the Editor of the BANKER’S MAGAZINE: 


The article in your August number which proposes to abolish 
exchanges makes the double mistake of assuming false premises 
and drawing even from these conclusions which are illogical. It 
Starts out by claiming that “no cunningly-devised machinery is nec- 
essary to make sales,” which is like saying that exchanges can be 
made without Clearing-houses. Exchanges are, as far as their ma- 
chinery goes, simply the outcome of an increased volume of busi- 
ness which requires new facilities. Not only is it a physical impos- 
sibility to handle merchandise by the same methods that were in 
vogue fifty years ago, but with the increased number of men deal- 
ing in a given commodity it is often nearly impossible for the 
buver and seller to find each other without the central meeting 
ground that the exchange affords. In the old days, for example, 
cotton used to pay five commissions amounting in all to 12% per 
cent., whereas now it passes from the planter to the Manchester 
spinner at a cost of only one-half of one per cent. True, there are 
still articles that are dealt in without the medium of exchanges, 
but they are either of comparatively small importance, are dealt in by 
but few persons, or, as with dry goods, are handled at great expense. 
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Then again you say that “prices are made to oscillate far more 
violently than they would if exchanges, and speculations growing 
out of them, did not exist.” This is a widespread error, but it is 
none the less false. Neither the range of prices nor the oscillations 
of prices are as great now as before exchanges were established, or 
as great with strictly speculative commodities as with those which 
are not listed on an exchange, The quotations of wheat and cot- 
ton by the speculative agency vary now by the smallest fractions of 
a cent, where they formerly moved by two and three cents at a 
time. Twenty years ago a rise or break of five or six dollars on a 
barrel of oil was not uncommon, but now ten cents is something 
tremendous. In 1879-80, before the Metal Exchange was estab- 
lished, iron went from $25 to $42 a ton, and back again inside of 
eight months, while other commodities fluctuated only 30 to 4o per 
cent. In America the oscillations in the price of iron have often 
been two and three dollars per ton, but in Scotland, where for a 
long time there has been an exchange, they are reckoned in pence 
per ton and rarely go as high as a shilling. 

This steadying of the market is brought about both directly and 
indirectly by the speculation on exchanges. Directly by the con- 
tinual struggle between “bulls” and “bears” that goes on in both 
good and bad seasons, whilst in a jobbing trade everyone buys 
when prices go up, and when they go down tries to throw over- 
board at any sacrifice whatever stock is being carried, just when no 
concessions will tempt the consumers into the market. Indirectly 
by the steadying effect of the large stocks which are carried mainly 
for the basis a speculative dealings. 

As to the moral effects of speculative dealings on which you lay 
such stress, there are and must be two opinions. Before the era of 
exchanges, every merchant was a speculator of nécessity, though he 
did his business on margins only when he asked advances from his 
bankers on stuff which he had already purchased. Under the new 
regime it is quite possible for the merchant to do either what is 
reilly a banking business, or to deal entirely on commission, ineur- 
ring no risk; while the producer and consumer are also relieved 
from the necessity that formerly existed of speculating in either 
their raw material or their finished work. The development of 
speculation in itself may be regarded as a benefit when it is looked 
at as the easy transfer of capital from a less profitable to a more 
profitable branch of trade, which all economists have told us is 
desirable; but the insurmountable objection to your scheme of legis- 
lative repression is that it is a step backward over two hundred and 
fifty years of progress. Just the same sort of sermon was preached 
in the laws against the engrossing of grain, but these laws have 
been well ni h forgotten, and in an age when the heresies of a usury 
law and a protective tariff are in a fair way to die, it is hardly 
likely that a movement can be successfully carried through to put 
new shackles on trade.—Yours truly, EDWARD J. SHRIVER. 





[The above letter in defence of the methods of exchanges is from 
the Secretary of the New York Metal Exchange. In our article we 
did not contend that exchanges were not useful, but that, as at 
present managed, they give rise to many evils; and the question 
which not a few thoughtful persons are asking is, whether the evils 
do not outweigh the advantages. This certainly is the growing 
opinion. Their operations are regarded with constantly increasing 
disfavor by those who are engaged in legitimate trade.] 
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BOOK NOTICES. 


Investigations in Currency and Finance. By W. STANLEY JEVONS. Illustrated 
by twenty diagrams. Edited, with an introduction, by H. S. Foxwell, 
'M.A., Fellow and Lecturer of St. John’s College, Cambridge, and Pro- 
fessor of Political Economy at University College, London. London: 
Macmillan & Co. 1884. 

This is a collection of the financial essays by one of the most brilliant Eng- 
lish economic writers of our time. But Jevons was much more than an econo- 
mist; he was a bold speculator, in the highest sense of the term. Never- 
theless, he combined, in a rare degree, with his speculative nature, a genuine 
love for investigation, and was therefore a man of science, as well as a 
philosopher. He delighted to delve among facts, and did not wholly content 
himself, as so many have done, with working meaningless changes with a few 
not altogether correct premises. Of course there are reasons why many per- 
sons have pursued the latter method. One reason is, because it is so easy. 
Only a very slight amount of study is sufficient to equip an economist who 
follows the old-fashioned, a priori, purely speculative method. Another reason 
why this method has been pursued, is because in Great Britain political 
economy has been studied mainly for a very definite purpose, and that pur- 
pose has been to further the interest of the wealthy class. Political economy 
there has never meaftt political economy for all. Though Jevons began with 
the common method, these essays show the progress of his mind toward 
another, and, as we believe, sounder method. His love for facts and in- 
vestigation, which ran parallel with his speculative nature, led him nearer 
and nearer to the truth, and consequently to more fruitful results. 

The volume opens with a carefully-written introduction by the editor, 
which is followed by an essay ‘‘On the Study of Periodic Commercial Fluc- 
tuations,” written in 1862. The next year Jevons wrote the second essay in 
the present collection, concerning the fall in the value of gold. This essay 
was the product of much study, and has been often quoted in discussions 
of the subject. Seven years afterward appeared a shorter essay on the depre- 
ciation of gold, which also reappears in this volume. Another essay of great 
merit is the third, ‘‘On the Variation of Prices and the Value of the Cur- 
rency since 1782.” This first appeared in 1865. The next year appeared > 
another on the autumn drain in the money market, and the action of the 
Bank of England on such occasions. These annual drains are well known 
here, though they arise from different causes. Mr. Jevons discusses the 
action of the bank in raising the rate of interest, and while admitting the 
wisdom of the remedy, concludes that the bank ought to be more far-seeing, 
and by providing earlier for these drains could diminish their severity. 

The famous Sun-spot and Price of Corn essays are included in this volume. 
Except the second essay above noticed, they have been perhaps more fre- 
quently mentioned than any other of the writer’s economic contributions. 
One of the most important and elaborate essays relates to the British gold 
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coinage, with reference to the question of an international currency, which 
is followed by another on ‘‘ An Ideally Perfect System of Currency.” This 
was written to form the conclusion of his book on A/oney, but for some 
reason was omitted. The volume contains several articles on different phases 
of the silver question, and closes with a bibliography of writings on money 
and prices. Though not ‘complete, the list is exceedingly useful, and is 
worth the price of the volume. 


The Co-operative Commonwealth in tts Outlines. An Exposition of Modern 
Socialism. By LAWRENCE GRONLUND. Boston: Lee & Shepard, 
1884. 

The writer declares that the following extract from an article in the 
Nineteenth Century is the key to his book: ‘‘ We see that political systems 
in all progressive societies tend toward socialistic democracy. We see every- 
where that it must come to that. We feel that nothing we can do can 
avert or possibly long delay the consummation. Then, we must believe that 
the movement is being guided, or is guiding itself, to happy issues.” The 
writer, therefore, has sought to show that the social and political phenom- 
ena in all progressive countries, and particularly in this and in Great Britain, 
are evolving in a perfectly natural manner a new social order. He regards 
society as living on the edge of darkness, and not unlike the condition of 
Augustan Rome when great wealth and splendor dazzled the people so 
completely that they could not see the dangers surrounding the State. Yet 
the writer is hopeful, and believes that society will emerge from its present 
condition. A reconstruction ‘‘will be brought about by the logic of events.” 
This is the teaching of German socialism, he says; the coming evolution 
will be strictly an evolution. 

This is the writer’s general statement. The specific doctrines of the au- 
thor follow, which are, in truth, a presentation of the principles of German 
socialism. He says, however, that these are presented with the important 
modification that they have been digested by a mind, Anglo-Saxon in its 
dislike of all extravagancies, and in its freedom from any vindictive feeling 
against fersons who are, from circumstances, what they are. The work is highly 
speculative, as will be seen from a statement: of the matters contained in 
each chapter. In the first three the writer presents the socialist critique of 
the phenomena of the era in which we are living; in the next three, what 
the social order probably will be, followed by other chapters describing the 
political and legal machinery necessary to the working of the new order; 
then the social effects which may be expected to follow the new order are 
set forth, the work closing with a chapter showing how the. revolution is 
likely to be accomplished in our country and in England. ) 


The Labor-Value Fallacy. By M. L. ScuppER, Jr. Chicago: Jansen, 
McClurg & Company. 1884. 
Congested Prices. By the same author and publisher. 

The last-named work is a very valuable contribution to economic literature. 
It is a fresh product, derived from a careful study of the facts of trade, 
and not a rehash, as so many of our economic books are, of the opinions of 
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others. By ‘‘ Congested Prices,” the author means ‘‘ prices made in certain 
unhealthy conditions of trade.’’ The function of exchanges in determining 
prices is well described, followed by a discussion of the relation of the 
weather to prices, after which panics are considered. Though numbering 
only about fifty pages, this little work contains more which is really new than 
can be found in many a ponderous volume on political economy. 

The Lador-Value Fallacy is not so satisfactory. The spirit of the work 
is excellent, but it seems to us that his reasonings are not entirely fault- 
less. He begins by saying that there are two propositions which receive 
general assent, which are, first, that ‘‘all wealth is created by labor,” | 
and secondly, ‘*that the title to all wealth ought to be vested in the labor- 
ers who have produced it.” He regards these propositions as wholly false. 
On page 33 he remarks that ‘‘it will be acknowledged by any one, who 
studies the fluctuations of the markets, where the important commodities of 
commerce are bought and sold, that the wants of men are the chief influ- 
ences which determine prices.’”’ But is human want the sole influence de- 
termining price? If grain or cotton could be had without difficulty of at- 
tainment, that is, without labor, would these commodities have: any value? 
Certainly not. It seems nearer the truth to say that several influences 
determine price, among which wants and efforts are very prominent. But 
all the influences determining price are forever varying, and the potency of 
each influence cannot be measured or determined. However, whether right 
or wrong in his reasonings, his book kindles thought on one of the most 
momentous subjects of the time. The real question is, admitting that man 
desires to improve, is individualism or socialism the most favorable for prog- 
ress? In other words, what can society do for a man; must he work up- 
ward alone, or can the State aid him, and if so, in what way? The ques- 
tion is too large even to be fully stated here; but books carefully prepared, 
like this, will prove helpful in clearing away errors and in getting us nearer 
on our way toward the true answer. 


Manual of Railroads of the United States for 1854; showing their Routes 
and Mileage, Stocks, Bonds, Debts, Cost, Traffic, Earnings, Expenses 
and Dividends, their Organizations, Directors, Officers, etc. By HENRY 
V. Poor. H. V. & H. W. Poor, 70 Wall Street, New York. 

This is the seventeenth number of this well-known publication. The vol- 
ume contains over a thousand pages, and is a work of great value for those 
for whom it is especially designed. The number of railroads described is 
1,700, including those of Canada and Mexico. At the close of the fiscal 
year 1883 there were in the United States 120,552 miles of railroad, the ag- 
gregate share capital of which equaled $3,708,060,583; funded debt, $3,- 
455,040,383 ; floating debt, $ 332,370,345 ; total, $7,495,471,311. There were 
constructed and opened during the fiscal year 6,001 miles of new line, at a 
cost, represented by stock and debt, of $478,721,202. The gross earnings of 
all the railroads for 1883 were $823,772,924, against $ 770,209,399 for: 1882; 
their current expenditures were $525,406,359; net earnings from operations, 
$ 298,366,565; earnings from other sources, $71,432,164; making a total of 
net earnings of $369,798,729, out of which were paid—interest, $173,139,- 
064; dividends, $ 102,050,548. There were transported upon the railroads of 
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the United States the past year 400,453,439 tons of freight, the value of 
which, at only $25 to the ton, would have exceeded $10,000,000,000. The 
total length of all tracks was 149,183 miles, of which 78,491 miles were 
laid with steel rails. The number of locomotive engines employed was 23.- 
823; of freight cars, 748,661; of passenger cars, 17,899; Of baggage, mail 
and express cars, 5,948. We have marked some extracts for a future num- 
ber of the Magazine. The perusal of this volume chiefly impresses the 
reader with the magnitude of our railroad system, and how intimately re- 
lated it is with every other industrial enterprise. The cheap and rapid trans- 
portation of man and his products is one of the leading distinguishing marks 


of the modern age. 





—— a 
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INQUIRIES OF CORRESPONDENTS. | 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 





I. COLLECTIONS AS PREFERRED CLAIMS. 
We sent to a bank, in Ohio, ‘‘ for collection and remittance,” a note which 
we had discounted. We are informed that this note was paid to the bank on 
the, day it was due, but the bank did not remit the proceeds. It has since 


failed and made an assignment. 
Should not the assignee pay us the amount thus collected, or do we have 


to take our chances among the ordinary creditors? The money collected 
is our property, and was not intended to be Placed to our credit, but to be 


forwarded at once to us. 
REPLY.—We are unable to see any reason why the inquirer is entitled to 


a preference over the general creditors of the failed bank. Even if the pro- 
ceeds of the note, when collected, were the property of the inquirer, as sug- 
gested, the liability of the failed bank is, then, only a liability for neglecting 
to pay over a specific sum of money, contrary to the instructions given. This 
does not differ so essentially from a debt by simple contract as to entitle it to 


a preference. 


II, CHECKS Post-DATED ON SUNDAY. 

Is a post-dated check, whose date falls on Sunday, protestable if not paid 
when presented on Saturday ? 

REPLY—No. The check is not due and payable until the Monday follow- 


ing. Salter v. Burt, 20 Wendell, 205. 


III. CHECKS TO ‘‘ORDER OR BEARER.” 
A draws a check on his bank which reads, ‘‘ Pay to the order of Richard 
Roe & Co., or bearer, eighty-one dollars.’’ Roe & Co. deliver the check to. 


John Jones without indorsing. Jones indorses and deposits it in his bank. 
A’s bank, the drawee, refuses to pay without indorsement of Richard Roe & 


Co., but certifies the check as ‘‘ good when properly indorsed.’ Jones’ bank 
protests the check, on the ground that no indorsement is necessary. 

Which is right? And if the position of A’s bank is correct, is not Jones’ 
bank liable to A for damages to his credit? 

REPLY.—Jones’ bank. The law upon this point is very familiar. A check 
payable to A or bearer, or to the order of A or bearer, is, in legal effect, 
the same as if payable simply to bearer, and no indorsement is necessary 
to pass the legal title. Whether the check be indorsed or not, the holder 
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may always prove his title to it as bearer, and demand payment of it as 
such. Payment having been refused, Jones’ bank followed the proper course 
in protesting, and if any one is liable to A for the injury to his credit it 
is A’s bank, which has improperly refused to honor his check. But even if 
the position of A’s bank were correct, Jones’ bank would not be liable to A 
for protesting the check. That bank owed him no duty, and the mere fact 
that it had unnecessarily and improperly caused his check to be protested, 
would not be a ground of legal damage. 


IV. NoTEeEs PAYABLE AT BANK. 


1. What is the obligation of a bank to pay at maturity a note made 
payable at such bank, the maker of which has to his credit funds sufficient 


to meet it? 

2. Does a bank, having paid such a note (or does any purchaser on day 
of maturity) become entitled to the benefits of protest as against en- 
dorsers ? 

Rep_y.—(1). This point is not quite settled. See an article in the Albany 
Law Journal, June, 1878, p. 500. The better rule, and the one we think 
most likely to be generally adopted, in this country, is, that the maker of a note 
does not, by merely making it payable at a bank, and without further instruc- 
tions, authorize the bank to pay it out of his deposit, nor is the bank under 
any obligation so to pay it. Wood v. Merchants’ Savings, Loan and Trust Cp., 
41 Ill. 267; National Exchange Bank v. National Bank of North America, 
132 Mass. 147. Daniel on Negotiable Instruments § 326. 

The English law seems to be different, and there are authorities to the 
contrary in New York. See the Albany Law Journal and Daniel, at the 
places above cited. It is the prevalent custom in this city for banks to pay 
notes as they do checks, when made payable at their counter by a dealer. 
Here it seems to be assumed (and doubtless truly) that the object of mak- 
ing notes payable at a bank, is to insure their being taken care of when 
due, by presentation where the money is to pay them. 

(2). The answer to this depends upon whether what was done at the 
time the note was presented for payment, amounted in law to a fay- 
ment or a purchase. If it was a payment, the contract of the maker of 
the note was satisfied, and the liability of the endorsers was at an end. If 
it was a purchase, the bank would succeed to the rights of the previous 
holder, and might protest the note and hold the endorsers. The bank 
would have the right to purchase the note on the day of maturity; but it 
could not successfully claim to be a purchaser, unless the transaction was so 
understood between it and the holder, at the time the note was taken up. Of 
course, it would have no right, having once paid the note, although without 
authority from the maker, afterwards to change its position, and claim to be a 
purchaser to the prejudice of the endorsers. See the authorities cited in 
Daniel, § 1221, ef seg. 

N. B.—It would seem to follow as a logical consequence of the rule 
stated above, that a bank which undertakes to pay a note of its depositor 
made payable at its counter, without any further direction from him, than the 
mere statement in the note itself that it is so payable, stands in the same 
position as any other stranger, who should pay the note without authority or 
promise of repayment from the maker. It is well settled that such a pay- 


ment is merely gratuitous, and imposes no /ega/ liability upon the maker. 
He is no longer liable on the note, because that has been paid and extin- 
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guished. He is not liable to refund the money paid, because he has never 
agreed to do so. See Daniel, § 1223, and authorities cited. It would there- 
fore follow that the bank could not /ega//y charge the amount so paid to its 
depositors’ account, or recover it from him, without his consent. We do not 
know that this point has ever been decided, and merely call attention to it, 
because it may be a matter of some interest. 


V. STATE Laws AND NATIONAL BANKS. 


In the August No. of your Magazine (page 147), in reply to an inquiry 
.as to grace on checks payable at a future day, you state that the question 
has been settled in the State of New York by a statute recently passed. As 
any such recent legislation has escaped my notice, I would like to enquire 
if you do not refer to a law passed some years prior to the enactment of 
the United States Banking Law, and if so, I would like to elicit your 
opinion as to whether the law in question is applicable to checks payable 
at a future day, and drawn on National banks which did not then exist. 


RepL_y.—Chap. 416, § 2 of the laws of 1857 provides that ‘‘all checks, bills 
of exchange or drafts appearing on their face to have been drawn upon any 
bank, or upon any banking association or individual banker, carrying on 
banking business under the act to authorize the business of banking, which 
are on their face payable on any specified day, or in any number of days 
after the date or sight thereof, shall be deemed due and payable on the day 
mentioned for the payment of the same without any days of grace being 
allowed . . . ;” and the question, which we understand the inquirer in- 
tends to ask is, whether this statute applies to a check drawn upon a Na- 
tional bank, incorporated under laws of the United States, enacted since 
the statute was passed. We are of opinion that it does. It is a cardinal 
rule in the interpretation of statutes that they are to be construed according 
to the presumed intent of the legislature. We think it was obviously their 
intention in passing this statute; to settle certain doubtful questions of com- 
mercial law and to make a general rule for the conduct of business; or, as 
said by Peckham, J., in Commercial Bank of Kentucky v. Varnum, 49 
N. Y. 279, ‘‘to abolish grace upon short time ‘bills drawn upon banks and 
bankers.” It is true that the banks then in existence were State banks incor- 
porated under special charter, or banking associations and individual bankers, 
carrying on the business of banking under the general banking law of the 
State; but it was among the legal possibilities, -when the statute was passed, 
that the United States might afterwards create banks within the State of 
New York, as it had already done before, when it created the old United 
States Bank. The language of the statute is very broad. It says ‘‘any 
bank.” No one would doubt that this includes a bank created under a 
special charter subsequently granted by the State, and no satisfactory reason 
can be given why it does not also include a bank subsequently created by 
the United States. We do not think the courts of New York would so 


construe the statute, as to make an exception in the case of checks and 


drafts drawn upon National banks, contrary to the words and policy of the 
statute, and contrary to the convenience of the people, to whose advantage 
it plainly is, that, in cases of this kind, there should be one simple rule of 
universal application. We do not know that the question has been raised 
and decided in any case, but we believe that our construction of the statute 
is the one which has been universally adopted in practice as correct. 

The inquirer properly corrects our error in speaking of the statute as. 
‘‘recently passed.” We referred by mistake to chap. 27 ‘of the laws of 1875. 
relating to holidays and days of grace. 
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BANKING AND FINANCIAL ITEMS. 





THE CLEARING-HOUSE AND THE MARINE BANK FAILURE.—Several meetings 
of the boards of directors of the banks composing the Clearing-house As- 
sociation have been held to consider the plan proposed for the settlement of 
the disputes between the First National and the Marine National Banks, and 
the Clearing-house, which arose from operations of the firm of Grant & 
Ward. By the settlement proposed, the claim of the First National on the 
Marine for $215,000 allowed ; the latter to pay $139,750, and the associated 
banks to assess themselves to make up the remaining amount, $75,250. The 
claim of the Marine National on the Clearing-house for $405,063.17 was also 
allowed. This amount had been received from the Marine National on the 
day of the failure, after it had closed its doors, and distributed among the 
creditor banks. It was decided that the latter should retain sixty-five per 
cent. or $263,291, and repay the balance $141,772, to the receiver of the bank. 

The Clearing-house Association adopted the report upon condition that it 
should receive the approval of the boards of directors of the banks interested 
and of the Comptroller of the Currency and the United States District 
Court. It is believed that the plan will be adopted as the best way out of 


the difficulty. 


EXCHANGE MEMBERSHIPS.—The great shrinkage in value in Exchange 
memberships is shown by the following quotations which are furnished by 
Mr. A. C. Lasson, broker. They compare the prices at end of August with 


the highest in 1882 and 1883: 
1882-83. 


Present Price. Highest Price. 


New York Stock Exchange -» $33,000 
New York Cotton , - 5,000 
am 4,700 
R 1,250 
Bullding Material ois 100 
Electric ..... oe 250 
Importers and:Grocers’ ve 1,000 
Manhattan Hay and Produce oe 250 
Mercantile ‘ee 400 
o 150 
New York Coffee........... Meade vaweee ons. = 1,400 
New York Metal - 600 
New York Petroleum 4 700 
New York Real Estate & Traders’, dividend unpaid . - 200 
New York Naval Stores & Tobacco, paid - 220 
New York Maritime a 250 
New York Mining and National Petroleum - 3,300 
Open Board of Brokers - 500 
Winé and Spirit Exchange ‘e 150 
CALL OF BonDs.—On August 25 the Acting Secretary of the Treasury 
issued the one hundred and thirtieth call for the redemption of bonds. The 
call is for $10,000,000 of bonds of the three-per-cent. loan of 1882. Princi- 
pal and accrued interest will be paid at the Treasury on the thirtieth day of 
September. 1884, interest ceasing on that day. The bonds are three-per-cent. 
bonds, issued under Act of Congress approved July 12, 1882, and numbered 
a3 follows, all numbers being original and inclusive: 
$50 D—No. 307 to No. 314, and No. 1,312 to No. 1,313; $100 D—No. 
2,256 to No. 2,362, and No. 9,514 to No. 9,548; $500 D—No. 1,115 to No. 
1,150, and No. 4,009 to No. 4,024; $1,000 D—No. 10,620 to No. 11,088, 
and No. 22,858 to No. 22,913; $10,000—No. 19,338 to No. 20,301. Total 
—$ 10,000,000. , 
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FAILURE OF THE WALL STREET BANK.—On August IIth the suspension of 
this institution was announced. The cashier, John P. Dickinson, had disap- 
peared, after involving the bank in heavy losses through loans or inadequate 
security. It is stated that depositors will be paid in full. An amount sufh- 
cient to pay them sixty-five per cent. is on hand, and will be disbursed as 
soon as legal authority is received. 

The Wall Street Bank came into the State system on the nineteenth day 
of October, 1883. It was originally organized as the Mechanics’ Banking As- 
sociation, on October 1, 1838, and became a National bank May 1, 186s. 
At that time the whole character of its business changed, and it has since 
been known as a brokers’ bank. 

Its last weekly report to the Clearing-house showed its loans to be 
$ 1,472,800, specie & 151,700, legal tenders $86,100, and net deposits 
$ 1,192,000. 


HatcH & FOoOoTeE’s SCHEDULES.—Schedules in the assignment of Hatch & 
Foote were filed on August 8. The liabilities are $4,497,315, of which 
$3,548,900 are secured, leaving $948,415 unsecured. The assets are nomin- 
ally $1,132,296; actual assets, $298,871. These consist of railroad stocks 
and bonds, mining and other securities, with a small amount of Government 
bonds. 


NEw YorK-—‘‘ Owing to the absence of the president,” the directors of 
the First National Bank of Albion, New York, suspended its: business on 
August 21st. It appears that the president, A. S.. Warner, left Albion 
on the 13th, taking with him the combination of the safe, ahd that it is 
likely his absence will continue for some time. Early in 1879, Roswell S. 
Burrows, one of the wealthiest men in Western New York, died leaving an 
estate valued at over $5,000,000. The executors were his wife, his son-in- 
law, Alexander Stuart, and A. S. Warner, and the latter has had almost 
sole charge of the estate. Warner has speculated in stocks, and lost much 
money in Wall Street. A legal decision ousting him as executor was ren- 
dered on August 18th. The assets of the bank are believed to be very 
small in amount. The Comptroller of the Currency has appointed Henry 
J. Anderson receiver. A warrant has been issued for the arrest of Warner, 
who is supposed to have fled to Canada. 


Ou10o.—The Second National Bank of Xenia suspended on August 27th. 
Its capital stock at last report was $150,000; its surplus, $20,000. The 
bank is in charge of an officer detailed by the Comptroller of the Currency. 
There was a run on the 26th, but payments were so promptly made that 
confidence was restored, and many persons renewed their deposits. The 
cashier, J. S. Ankeney, has ‘‘ gone West.” It appears that ‘‘he had been 
engaged in grain transactions with R. M. Smart, to whom the bank, through 
Ankeney, recently made large advances. Smart gave a mortgage to secure 
this money, but the directors were not satisfied, and demanded Ankeney’s 
resignation.” Bank Examiner Ellis reports that the affairs of the bank are 
not so bad as had been represented, and that it will be able to meet all de- 
mands upon it. 

The shareholders of the bank have made an assessment of 33 per cent. 
on the stock and requested permission to resume business. The request will 
be granted by the Comptroller of the Currency when the deficit is made good. 


VIRGINIA.—A meeting of some of the creditors of the Planters and Me- 


chanics’ Bank, of Richmond, Virginia, was held August 20th. It was de- ° 


cided to memorialize the Legislature to make proper changes in the existing 
bank laws of the State for the better protection of depositors. 


ROBERT PINKERTON, the detective, is credited with the following observa- 
tion: ‘‘I don’t believe there is the making of a regular gang of first-class 
bank burglars among all the thieves of this country. Nearly all the old 
professionals have either died or have been arrested and put away in 
prison, and the younger men don’t seem to have the ingenuity of their pre- 
decessors.” 
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EpwIn M. Lewis, President of the Farmers & Mechanics’ National Bank, 
of Philadelphia, died in that city on August 23d, in his seventy-second year. 
Mr. Lewis had been connected with the bank since 1847, having filled suc- 
cessively the offices of teller, cashier, vice-president and president. He was 
an efficient, conscientious and able banker, widely respected and esteemed, 
and the announcements of his illness and death were received with universal 
expressions of sympathy and regret. 

Hon. Henry C. Lewis, of Coldwater, Michigan, died on August 18th, at 
Clifton Springs, New York, in his sixty-fifth year. Mr. Lewis was born in 
Orleans County, New York. When scarcely of age he found his way to 
Milwaukee, arriving there with but a sixpence in his pocket. His business 
ability enabled him to make his way to a partnership, which continued until 
1844, when he sold out and removed to Coldwater. In 1857 he engaged in 
the banking business, and in 1865 was elected President of the Coldwater 
National Bank, holding that position until his death. His health being im- 
paired he spent much time in travel, and during his first visit to Europe he 
conceived the idea of founding a free art gallery in his own city, which he 
did with great public spirit and generosity. This gallery now contains one 
thousand subjects, and is one of the largest and finest on this continent. 
Mr. Lewis took great interest in educational subjects and in agriculture. 
He was a man and a citizen whose example may well be emulated, and 
whose memory is cherished for his sterling worth. 


JAMES L. CLAGHORN, President of the Commercial National Bank of Phila- 
delphia, died on August 26th, in that city. Mr. Claghorn was widely known, 
not only as a successful business man, but as a leading patron of art. In 
the midst of exacting demands on his time he was nearly always engaged in 
planning, or in the promotion of, some helpful or beneficent work, in which 
his sole interest was its tendency to do good. This was his prominent char- 
acteristic, and with it he possessed the kindly disposition, the liberal and 
benevolent impulse, the public spirit, the clear insight into the work he 
could do to best advantage for others, the sense of honor as merchant and 
banker, and the sense of duty as man and citizen, which rounded out his 
character as a man. Whenever anything of importance was to be done for 
the general benefit he was always among the foremost, either as protector or 
proposer, or co-operating.in the most hearty way. His and house, its gal- 
leries and collections, rich with choice and instructive gems of art, were open 
to all intelligent visitors; it has been, in fact, one of the noted homes of 
Philadelphia hospitality. ’ 

THE HON. STEPHEN SALISBURY.—The Hon. Stephen Salisbury, one of the 
most widely known and respected citizens Of Worcester, Mass., died on 
August 24th, at the age of eighty-six years. Mr. Salisbury was a native of 
Worcester, having been born only a few rods from the house in which he 
died, on March 7, 1798. He was graduated from Harvard in the class of 
"17, and afterward studied law, but he never engaged in active practice. 
He held many positions of financial trust, and was noted for his generous 
gifts to various institutions, especially to the Worcester County Free Institute 
of Industrial Science, of which he had been president since its foundation in 
1876. He was, at the time of his death, President of the Worcester National 
Bank, which position he had held for thirty-nine years, and President of the 
American Antiquarian Society, having been successively re-elected each year 
since 1854. He was a director in various railroad companies, and was for 
years an Overseer of Harvard College. He has been a member of both 
branches of the Massachusetts Legislature, and a Presidential elector, but has 
almost invariably declined to stand as a candidate for office. Mr. Salisbury 
was a wise, just and faithful man. His mind was enlarged by study and 
travel, his scholarship thorough and comprehensive. Notwithstanding his great 
age, his mind was as clear and active, and its conclusions as sound as ever. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continued from August No., page 152. ) 


State. Place and Capita. Bank or Banker. Cashier and N. Y. Correspondent. 
ee Ue GW icccveces cooe MMiCNSboder TIE CO... j= — —  cecseccesecs 
$ 300,000 F. G. Eldridge, Pr. een T. Brown, Sec. 
u " o0bsoeeeees i a CGE Ses-  #§$$§ § eevennseuese 
Dak.... Canning....... Canning City Bank...... Kountze Bros. 
_  ——(ité‘é Bank of Doland (Thomas & Kormns). .......... 
uw .. Rapid City..... PRUE ccen "| fees awewen 
$ 50,000 R. C. Lake, Py». Jas. Halley, Cas. 
Iowa, . Denison....... Crawford Co. Bank...... Gilman, Son & Co. 
50,000 L. Cornwell, Pr. W. H. Kridler, Cas. 
w  .. Kellerton...... PP GCckstccees °  - cancesondven 
$ 20,000 ' A. Peasley, P7. W. W. Peasley, Cas. 
w .. Laporte City... Union State Bank.. Chase Nat’! Bank. 
Geo. W. Hayzlett, "Pr. Chas. Searing, Cas. 
w .. Laurens........ Bank of Laurens (G. W. Leverick). ........... 
ica Be tenecks cece = OC et ihahcparkabind 
P- ~oRaiccesceus Farmers’ Bank........... Kountze Bros. 
John Shook, Pr. W. S. Jordan, Cas. 
KAN.... Cedar Vale.... Cedar Vale Banking Co.. Chase National Bank. 
25,000 Jos. Dosbaugh, Pr. G. R. Dale, Cas. 
@ oe CRON ccdccces Bank of Cheney (O.M. Thorp). ............ 
© oq Bwaceces PO het. scncse _-..) . sthaneseense 
$ 9,500 Geo. T. Brown, Pr. E. D. Bulen, Cas. 
6 <geeiiene, B’k of Fulton, John Hall, Pr., F. S. Hall, Cas. 
os Secs cece We ics |. sanstencices. 
$ 50,000 Thos. S. Krutz, Pr. Thos. S. Fuller, Cas. 
" . Westmoreland.. Exchange Bank.......... Ninth National Bank. 
J. Dickey, Pr. W. L. Wilson, Cas. 
Tense Brandenburg... Mead Co. Deposit Bank... —)>_....... eee 
$ 22,100 J. W. Lewis, Pr. J. L. Fairleigh, Cas. 
w  .,, Caseyville ..... W. W. Pierson.......... Hanover National Bank. 
Micu... Cheboygan..... First National Bank...... Chemical National Bank. 
50,000 John W. McGinn, /7. Geo. F. Raynolds, Cas. 
© oo Ti Desc ccss PUR TOE cscs = | htt ees ecese 
$ 50,000 A. B. Darragh, Cas. 
MINN... St. Paul........ Third National Bank..... Nat’l Bank of the Republic. 
$ 500,000 Walter Mann, Pr. R. E. Stower, Cas. 
Mo..... Montgomery C, Farm. & Traders’ Bank... = wwe eweeees ° 
25,000 John Best, Pr. J. A. Leavell, Cas. 
© ce SO0CORS... coe BORE CF SAPCORIR...c0ccs = ee ec cccecccs 
$ 10,000 M. L. Reid, Pr. John Harlan, Cas. 
NEB.... Arapahoe...... Bank of Arapahoe....... Kountze Bros. 
« .. Beatrice....... Smith Bros, Loan & Trust Co. Kountze Bros. 
w .,. Bellwood...... Platte Valley Bank....... Chemical National Bank. 
$ 10,000 David Belsley, Pr. H. I. Converse, Cas. 
u >. oe Luikart & Memminger.... Kountze Bros. 
u ._ eer Bank of Craig (Lotta & Green). Chemical Nat’] Bank. 
" SO ee People’s B’k (Bills, Hodges & Kinyon). Gilman, Son & Co. 
u . Geneva....... . f ee Chemical National Bank. 
Geo. Proudfit, Pr. J. M. Fillebrown, Cas. 
« .. Humboldt...... First National Bamk...... | __—«_ eeeccccccces 
$ 50,000 F. W. Samuelson, Pr. C. E. Waite, Cas. 
# .,. Johnstown..... George Webber.......... Hanover National Bank. 
CR Nuckolls Co.B’k, (Leigh & Saylor). Chas, P. Leigh, Cas, 
ee O’Neill State Bank. . Seaboard Bank. 


$ 20,000 John Fitzgereld, ‘Pr. E. S. Kelley, Cas. 
>< gp ee. “esweus Farm. & Merchants’ Bank (Hall & Marsh). American Ex- 
change National Bank. 























232 THE BANKER’S MAGAZINE. [ September, 


State. Place and Capital, Bank or Banker. N. Y. Correspondent and Cashier, 
 _—_ First National Bank.. 
Geo. H. Cowles, Pr. L. D. Fowler, Cas. 


a Princeton Bank National Park Bank. 
Edw. Howe, Pr. S. T. Seger, Cas. 


Me Weoes People’s National Bank.. First National Bank. 
50,000 S. W. Phillips, Pv. C. F. Norton, Cas. 
w .. Patchogue Patchogue Bank “wh & Traders’ National Bank. 
$ 25,000 Geo. F. Carman, Pr. F. A. Overton, Cas. 
y Ashley Bank (Sperry & Wornstoff). Ninth Nat’l Bank. 
. Columbiana ... Shilling & Co Central National Bank. 
S. S. Shilling, Mgr. 
w ., Leipsic Bank of Leipsic Gilman, Son & Co. 
w .,. Milford Milford National Bank.. Continental National Bank. 
$ 50,000 John B. lIuen, Pr. ale M. Sanford, Cas. 
eo ..V i Central Bank p. & Traders’ National Bank. 
Jos. R. Jackson, Pr. i WwW, Storbuck, Cas. 
Dallas City Bank (Gilbe!t Bros.) Hanover Nat’! Bank. 
Gilbert Bros Hanover National Bank. 


meee ; Farm. & Merchants’ N.B. 
H. Lurton, Pr. John W. Faxon, Cas. 
W. VA.. Charleston Nat’! Bank.... Third National Bank. 
Geo. S. Couch, Pr, Chas. P. Mead, Cas. 
Wis.... No. La Crosse., Exch. B’k ( H. P. Magill). American Exch. in Europe. 





i. a. 
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CHANGES, DISSOLUTIONS, ETC. 


(Monthly List, continued from August No., page 155.) 
Wall Street Bank; suspended Sienen II. 
. Uniontown..... Ernst Bros.; now M. L. & C. Ernst. 
. Fayetteville.... Reed & Ferguson; retiring from banking business, 
Bank of Huron; oy ye August 12, 
. Jamestown .... First National Bank ; nded. 
. Parker Citizens’ Bank (F Sadber yy Crain); now Gilchrist, Haines & 
Houts. 
Lake & Halley; now First National Bank. 
Albright, Smith & Co.; now Albright, Smith & Dye. 
. Washington... H. C. Towers & Co. ; now Towers & Green. 
Atlanta John H. James; resumed business August 30. 
Greenview H. H. Marbold & Co.; now H. H, Marbold. 
.. New Paris Exchange Bank (Johnson & Son) ; going out of business. 
. Blue Rapids.... Bank of Blue Rapids City (J. L. Freeland); now Bank of 
Blue Rapids (G. B. Stocks & Son). 
. Hanover German Savings Bank ; discontinued. 
- Citizens’ Bank; discontinued. 
. McCune B’k of McCune ( Pye & Co.); now McCune B’k ( Millington 
& Vance). 
Adrian Savings Bank ; suspended August 27. 
Cheboygan Banking Co.; now First National Bank. 
Second National Bank ; gone into voluntary liquidation. 
Darragh & Co.; now First National Bank. 
B’k of Detroit (J. A. Bowman); E. G. Holmes now prop’r. 


. Webster Co. Bank; suspended August 22. 
H. C. Wilson & Co.; .; succeeded by Wilson & Toms. 
First National Bank ; receiver appointed August 25. 
Bank of Alma; now Stute Bank of Alma. 
Cox Bros.; succeeded by Bank of Hampton. 
. Sutton Bank (Fowler & Cowles); now First Nat’l Bank. 
Utica B’k (Davies & Brant); now Utica B’k, T. E. Standard 
, I. J. Brant, Cas. 
Thacher, Cornell & Co.; now Bank of Valentine. 

















































N. J.... Princeton...... Princeton National Bank ; succeeded by Princeton Bank. 
Bh, Fes ne Mec ccenees First National Bank ; suspended August 21. 

w _,,. Suspension Br.. Wilmer Bros.; assigned August 3. 
Oun10... Ashtabula..... Ashtabula jue Association ; suspended August 22. 

u BEE cscees .-. second National Bank ; suspended. Arranging to resume, 


PENN... Philadelphia.... Ladner Bros.; assigned to W. F. Harrity August 25. 
w .. New Castle.. rk s Savings Bank; suspended August 30. 
> Reynoldsville. . Fuller & Bro.; succeeded by Seeley & Alexander. 


_. ae Windsor...... . Bank of Windsor ; suspended August 23. 
Wis.... Platteville...... Northrop & Co.; suspended August 20. 
CaNnaDA Gladstone ..... Lockhart, Bailey & Co.; now W. S. Bailey & Co. 
S - a, beseseud Br. Federal Bank; transferred to Bank of London, Canada. 





> i 


CHANGES OF PRESIDENT AND CASHIER. 
( Monthly List, continued from August No., page 154.) 


Bank and Place. Elected, ln place of 
N. ¥. Cory. . People’s Bamk....<<ccsces: Scott Foster, Pr.......0. Chas. F. Hunter,* 
Conn... City Savings B’k, Bridgeport.. Horace Nichols, Pr...... Ira Gregory.* 
FLA.... First Nationa] Bank, —_ } ~y = —— Fat@istic ii senesee< 
Pa atka. ersereau, ASStC. = ce we ceee 
Bbnscice Monmouth N.B., Monmouth... Henry Tubbs /r........ Wm. Hanna 
IOWA. .. mene ee hig men Alta. 5. 1 es ~ heeesen i B. oe Act, 
uw ,. Davenport Sav.B’k, Davenport. Walker Adams. /r...... as. E. Putnam. 

w ., First Nat’l B’k, lowa City....L ovell Swisher, Cas........ J. B. Haddock. 

« .. Farmers’ Loan & ‘Foun tite Lovell Swisher, 77...... J. B. Haddock. 

w _.. Marshalltown Bank, ) Albert F. Balch, Cas..... - . S. Adair. 

Marshalltown, {| P.S. Balch, 4ss’¢ Cas... A. F. Balch. 

w .. Guthrie Co. N. B., Panora.... E. J. Reynolds, V. Pr.... = wwe eveee 

w _,, First Nat’l Bank, Sigourney.... J. T. Webber, Cas....... . Irvin Keck. | 

» _,. Boyer Valley B’k, Woodbine... E. F. Cadwell, Cas...... H. M. Bostwick. 
KAN.,... First National Bank, aie <2 —— Cy 

eloit. a f° eer re eee 

© ox ER inine ckccseeens W. O. Vanarsdale, FR oca We H. Daily. 

uw .. Medicine Valley Bank, I. A. Seer W., W. Cook. 

Medicine Lodge. } O. C. Ewart, Cas........ Geo. Geppert. 

w .. ParsonsCommerc’l B., Parsons. E, H. Edwards, Pr...... Joshua Hill. 

_ oan an Ngee ey ivnatinon J: E. a gy Cas. . on W. Faxon. 

» .. Fourt ational Bank, COR, SRE, FP ic cnce cece . N. Warren. 

Louisville. } Dan’l E. Dogherty, V.P. ig Davis. 
e .. Bank of Louisville............. Sam’l Russell, Pr....... Chas. Tilden.* 
MD..... National Mechanics’ Bank, {| C. R. Coleman, % Pr... — oa. a se 
Baltimore. { Jas. Scott, Cas.......... C. R. Coleman. 
Mass... Gardner Sav. B’k, Gardner.... Franklin Eaton, /r...... John Edgell. 
»  ,, Franklin Co.N. B.. Greenfield.. John Keith, Pr.......... Quintus Allen. 
w ., First National Bank, Geo. A. Day CBSiccc cece Jos. R. Green. 
Woburn. E. F. Bryant, Ass’t. C... Geo. A. Day. 
MicH. . First Nat’l B’k, Battle Creek... Scott, Field, Cas......... W. H. Skinner.* 
. H. eee 
w  ,, First National Bank, Ithaca. J. W. Lewis, CePaiccenes- adeonne 
M. F. Chafey, Ass’t Cas. = cnn eeeee 
. : E. G. Holmes, Pr....... J. A. Bowman. 
MINN... Bank of Detroit, Detroit..... S. C. Peters, Cas........ - G elec 
uw .. N.B. of Commerce, Minneapolis E. A. Harmon, V. Pr.... V. G. Hush. 

w .. National Bank of Winona..... Re MMe. 8  § —seensionn 
First Nat’l B’k, Jefferson City.. O. G. Burch, Cas.. ..... H. C, Lambert. 
NEB.... State Bank, Alexandria........ Geo. W. Clawson, Cas.. Geo. E. Black. 

w ., First National Bank, W. B. Millard, Cas...... F. H. Claridge. 


Blair. Fe BR, Ge IE Gh ke ceee 
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Bank and Place. Elected. In place 
NEB,... Citizens’ Bank, Neligh......... Chas. L. Harris, Cas.... Edw. L. Hatch. 
#  .,. First National Bank, Wilber... C. A. Caldwell, Cas...... John S. Edwards, 
# .. Commercial State Bank, A eer D. E. Sayre. 
York. { D. E. Sayre, Cas........ F, K. Atkins. 


N. Mex. Central Bank, Albuquerque.... Norman C, Raff, Cas.... W. K. P. Wilson. 


iin oo | J, Wyckoff Van Sicklen, Pr. Isaac Schenck. 


w ., Central Nat’] Bank, Rome..... SN, Fi wsicnceoens S. B. Stevens.* 

D. B. Welch, . Pr..... .- D.A. Hollingsworth ~ 
OHnIo... First National Bank, Cadiz..< D.C. Moore, Cas........ J. B. Lyons. 
We, oe Ce, AE Cee. etc w cece 

» .. Trumbull Nat’] B’k, Warren... O. L. Wolcott, Cas...... E, C. Smith, 
PENN... First National Bank, Ambler... Geo. K. Knight, V. Pr... ss... . 

w .. Dillsburg National Bank, Henry Bowman, V. Pr... __ a... ase 

Dillsburg. ( G. W. Cook, Cas........ Jno. N. Logan. 
w ., Sharon National Bank, Jos. Forker, Pr......0.- Jas. Westerman.* 
Sharon. / M. H. Henderson, V. Pr. Jos. Forker. 
TENN... Second Nat’] B’k, Lebanon.... W.H. Brown, Cas...... Thos. J. Stratton. 
TEx.... State National Bank, § Ei. C. Biiatt, Va Pri. .cc. sn ceeeee 
Fort Worth. 1 John C. Harrison, 4.C. __....... 
« _.. Concho National Bank, Wm. Childress, Cas..... Wm. E, Ellis. 
San Angelo. ; SS OD 2 Pe Tee 

« ,, First National Bank, Temple... Geo. E. Wilcox, V. Pr... a hasRaeiaee 
Wl eeens Castleton N. B., Castleton.... D. D. Cole, Cas.... .... H. I. Cole. 

» ., Baxter Nat’] Bank, Rutland... John W. Cramton, /r... H. H. Baxter. 
Was. T, Merchants’ Nat’! B’k, Tacoma.. Henry Drum, Cas....... N. B. Coffman. 
W. VA. Wellsburg National Bank, BBs BE, Cattrc en cccvcs Wilson Beall.* 

Wellsburg. | E. W. Paxton, .4ss’¢ Cas. J. S. Beall. 
CANADA Can. B’k of Com., Dunnville.. J. M. Duff. Mgr......... B. Shepherd. 


* Deceased, 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from August No., page 154.) 


No. Name and Place. President, Cashier. Capital. 
3232 People’s National Bank......... S. Wells Phillips, 
. Greenport, N.Y, Carroll F. Norton, $50,000 
3233 Third National Bank........... Walter Mann, 
St, Paul, MINN. Richard E. Stower, 500,000 
3234 Milford National Bank.......... John B. luen, 
Milford, OHIO. W. M. Sanford, 50,000 
3235 First National Bank............. John W. McGinn, 
Cheboygan, MICH. Geo. W. Raynolds, 50,000 
3236 Charleston National Bank...... Geo. S. Couch, 
Charleston, W. VA. Chas. P. Mead, 50,000 
3237 First National Bank............ Richard C. Lake, 
Rapid City, Dak. James Halley, 50,000 
3238 First National Bank............ F, W. Samuelson, 
Humboldt, NEB. C. E. Waite, 50,000 
3239 First National Bank............ .... peevcces 
St. Louis, MICH. A. B. Darragh, 50,000 
3240 First National Bank...... ‘oeone Geo. H. Cowles, 
Sutton, NEB. L. D. Fowler, 50,c0o 
3241 Farmers & Merchants’ Nat’l B’k. Horace H. Lurton, 
Clarksville, TENN. John W. Faxon, 100,000 
3242 First National Bank............ Thos. S. Krutz, 


Howard, KAN. Thos. S. Fuller, 50,000 
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NOTES ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The month of August was one of improvement. Not in business, how- 
ever, as it was the dullest month of the year—and the dullest August in 
years. The exchanges of the leading cities have shown a steady falling off 
through the month, throughout the country, New York still leading in the 
decrease by nearly two to one. The decrease, compared with July of this 
year and with August of last year, also, was equally marked. The improve- 
ment, therefore, has been of another character. It has been in confidence, 
as compared with the early summer months when the panic in Wall Street 
was threatening to extend to the banks throughout the country, and tarough 
them to commercial, as well as financial, affairs. This fear has now gener- 
ally given place to hopes of a material and general improvement in the 
amount of business to be done this fall. The prime cause of all this has been 
the growth and the maturing of bountiful crops of almost everything, in all 
parts of the country, by which the basis for this expected improvement in 
trade has become general. Not only is this true of this country, but of the 
great agricultural world. Never, probably, has there been a year in the 
world’s history in which so few complaints of damage to crops have been 
heard. As a matter of fact there has not been a failure of any crop re- 
ported from anywhere, and very little damage. The benefits of good crops 
are, therefore, bound to be universal and equally distributed. This, of course, 
precludes any portion of mankind from getting rich out of their crops at 
the expense of any other portion of mankind. It insures low prices every- 
where, as well as plenty. The United States, therefore, is not going to be 
benefited by its great crops as it was from 1877 to 1880, inclusive. 
Then Europe had very short crops, and this country obtained maximum prices 
for its maximum surplus four years in succession, Europe having minimum 
crops three years in succession also. The result was to disturb the equilib- 
rium between the two hemispheres. This country grew rich too fast, and 
Europe grew correspondingly poor. Since 1880 this order of things has been 
reversed. Each year Europe has become more and more free from its de- 
pendence upon America, until now it has reached its maximum production 
also, while the rest of the world has not curtailed its production from the 
abnormal point to which the four bad crops in Europe had stimulated it. 
The export demand for our surplus this year, therefore, is likely to be 
nearer the minimum than in years, unless prices are so low as to stimulate 
European buying for investment to hold against future bad crops, or reduced 
production likely to set in next year as the result of unprofitable prices for 
this year's crops. The five years required to bring about the change from 
maximum prices and minimum production to minimum prices and maximum 
production are now completed in Europe, and another year will probably see 
a smaller area under cultivation and a smaller amount of live stock raised. 
This curtailment of production must set in there first, as Europe cannot 
compete with the rest of the world in raising agricultural products. Yet it 











1884 | NOTES ON THE MONEY MARKET. 237 


will not affect production till another year, and may not affect prices till 
the following year. Meantime, Europe will require minimum imports with 
these maximum crops. The application of this condition of Europe to our 
big crops is therefore apparent. We cannot expect to export this year’s sur- 
plus except at prices so far below cost of production in Europe as to tempt 
her to anticipate her next year’s wants. Hence, with the best crops ever 
raised, we may not see the good times that have always been regarded as a 


necessary consequence. We must hold till another crop year the excess of | 


our surplus that Europe ‘will not take. The obvious effect of this will be a 
change in the balance of trade against us, and the possible exports of gold 
in the absence of any European demand for our railroad securities. Whether 
our farmers will hold this excess of our surplus, or speculators, is a question 
on which the earnings of the railroads largely depend and the fate of the 
stock market hangs. If the farmers hold back as the Bulls in grain insist, 
then the railroads will not get the benefit of their good crops this year. In 
that case the price of cereals may go a little higher, or be prevented from 
going lower, but railroad stocks would suffer. Shoyjd the farmers sell, and 
this excess of surplus come forward to the primary markets to be held, the 
Western railroads would get the benefit of big crops this fall, and their 
stocks might do better, while grain would, without doubt, go lower. But 
the trunk lines will get very little out of the good crops unless our ex- 
ports are free. It would follow, therefore, that trunk line roads are not 
likely to increase their earnings materially as a result of the crops, while the 
stocks of the Western roads may be benefited by increased earnings. On 
the other hand, good crops are sure to increase the West bound busi- 
ness of all the roads, because the farmers will sell enough to renew the 
wear and waste and economy since the bad crops of 1881. This will not only 
help the railroads, but the manufacturers of both iron and textile goods, who, 
in turn, can make better profits by the reduced cost of raw material, while 
their laborers can buy more on the same wages by the reduced cost of food. 
It would therefore appear that home consumption of everything will be in- 
creased and more money be made, notwithstanding lower prices than last year. 
All interests depending upon home trade, therefore, ought to do better, while 
those interests dependent upon our export trade, directly or indirectly, are 
not likely to see the improvement anticipated by reason of the good crops. 

The marking up of railroad stocks upon this basis therefore seems fallacious, 
and there would appear to be room for a reaction in consequence, especially 
n the trunk line stocks, which are likely to suffer in addition from a trunk line 
war of greater magnitude and longer duration than has been seen since the 
trunk line pool was formed following the great war of 1876. The improve- 
ment of the past month, noted at the beginning of this article, based upon 
the good crops, seems to be in a measure misplaced confidence so far as 
higher values for these crops and of railroad stocks are concerned, while 
there is room for more confidence and greater improvement in prenernunin 
industries, manufactured goods and the dealers therein. | 

The money market itself has scarcely been a factor in the situation as it 
remains a drug; not enough having yet been called for to move the crops to 
keep idle money from accumulating in the banks. The Government call of 
$10,000,000 three per cents., for October redemption, wil] still further in- 
crease the accumulations, unless a further demand for money from some source 
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shall set in soon. The return of people to town will, of course, give new 
life to the retail trade, which has suffered severely through July and August. 
The dry-goods trade seems to have bridged over their dull season, however, 
in spite of the large amount of paper maturing the past month. Failures 
have been less frequent, and for smaller amounts; several banks have closed 
during the month; but they were well scattered and due to jocal causes 
chiefly, most of which were ‘‘ irregular.” The Wall Street Bank was the 
chief instance, but that should really have closed when the Clearing- 
house began issuing its certificates. Generally, however, the banks have im- 
proved July and August to strengthen themselves against renewed panic or 
stringency this fall, and they are now generally regarded as in much better 
condition than before the late troubles. They have discouraged speculation, 
and have made an effort that is really commendable to help legitimate busi- 
ness, and both the financial and commercial situation seems now to be sound, 
unless the stock market is an exception. That has been manipulated and is 
still cliqued, while hog products were cornered in Chicago at high prices. 

The wheat market isglow enough upon the old statistical basis; but 
whether the value of wheat can be fixed by that any longer is a serious ques- 
tion. There are many who are beginning to believe in it for investment, just 
as they did last year, and lost heavily. The situation in Europe, above ex- 
plained, should be carefully weighed, and the question answered, if the world 
has not come permanently to a lower price for wheat upon reduced cost of 
production, by reason of the general introduction of labor-saving machinery in 
the past fifteen years in this country and in the past te. years all over the world. 

Corn is now an assured crop, and the largest ever raised. Yet the price 
is held up by the light stocks of old crop and:a short interest. But it is 
only on a possible scarcity before new crop will be available. On this there 
is much doubt, as a considerable balance of the old crop is always held back 
till wheat harvesting is done, and until new crop is assured. Larger re- 
ceipts of old are therefore probable, while new crop will be ready for market 
sooner than usual. When that arrives, if not before, corn must go much 
lower. October is likely to see new corn in the Chicago market this year. 
All the other cereal crops are secured, of fine quality and in fine condition, 
which is unusually true of the whole world’s crops this year. Cotton is the 
only probable exception to this general rule, and even that may not prove 
such, as the fears for that crop are as likely to prove unfounded as not. At all 
events the present rate of consumption will permit of some loss in the crop 
without putting prices up on demand and supply. As for speculation in this 
article it is dead at present. 

There has been a little effort to bull coffee on estimates of a short crop 
in Brazil. But this was the talk on which everybody was fooled last year, 
and people are very sceptical about another ‘‘short crop” this year. The 
sugar market shows little sign of recovery, although prices are below cost 
of producing cane, and the planters of the West Indies are about ruined. 
The cause is said to be the competition of beet sugar in France. The tea 
market still remains dead as it has been since the bull speculation collapsed 
last spring within a short time after it was placed on the speculative list. 
The iron market has been more depressed than ever, and prices have yielded 
all around, notwithstanding the reduced production, until the past week. There 
have been some good sales of steel rails at $28 @ $27, but otherwise little 
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has been done. The prospects are now improving on the surface slightly. 
The coal trade has been struck with almost complete stagnation, and Sep- 
tember will see continued suspension of mining. Meantime, the tonnage of 
the coal roads may fall off, and their earnings correspondingly. The petro- 
leum market has been under the control of the Bulls all the month, as 
it was under that of the Bears in July, and the latter have been forced to 
disgorge a large part of their profits made on the panic in stocks with 
which crude oil now moves largely. Stocks in the world are a little larger 
than a year ago, while the new production is falling off and production is 
being curtailed. Yet there has been nearly 100 per cent. advance, and a re- 
action would be natural and healthy. Europe is not taking much, though 
stocks there are 500,000 barrels less than a year ago. The stock of crude in 
this country is about 3,000,000 barrels more. Dairy products have worked off 
better this year than last, owing to prices being lower, and home consumption 
greater, while the higher price than last year of lard has cut off the com- 
petition from butterine, and stocks of butter are moderate in this market. 

Ocean freights did better early in the month on a slight increase in the 
exports of wheat on the first movement of the crop. But rates are now 
going down again, and shippers say that the exports of grain this year will 
only be a hand-to-mouth trade by boat loads and not by cargoes, that trade 
having ended. Other markets show little change or life, and the general 
outlook for them, as well as all others, is for a moderate business at about 
steady prices with a gradual increase this fall. 

Dry-goods jobbers report a marked improvement in demand for goods by 
interior merchants the last week of the month, when they did as much busi 
ness as the average for the corresponding week of other and good years. 
They are only buying from hand to mouth, however, and this insures a good 
steady demand to replenish stocks so soon as the retail trade starts up. 

Cotton goods, however, do not feel the improved demand, and print cloths 
are accumulating in face of reduced production. The industrial position has 
shown no improvement in any branch of manufacture, but rather the oppo- 
site. Yet continued improvement for iron and ‘woolen manufactures must 
eventually improve the labor market, and give more general employment. 

The dry-goods trade still complain of the banks refusing to accommodate 
them by discounting their paper, which is sold on the street at 10@m12 per 
cent. discount for houses whose credit in the trade is considered good. In 
view of the long credits given in this trade, it is really an evidence of its 
soundness that so few failures have occurred—less than in almost any other 
business. The New York Clearing-house returns compare as follows: 

1884. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Aug. 2. . $ 288,352,800 . $74,743,800 . $31,572,100 . $ 304,616,000 . $14,398,000 . $30,161,900 

«9... 288,929,700. 76,346,000 . 31,341,700 . 306,164,400 » 14,3773400 ° 30,146,600 

*€ 16... 237,840,000 . 77044,200 . 32,166,900 . 306,691,200 . 14,328,600 © 32,538,300 
23... 287,695,990 . 75.978,000 . 31,765,100 . 304,454,200 . 14,380,000 . 31,649,550 

‘€ 30... 287,893,200. 75,916,500 . 31,221,900 . 304,152,100 . 14,355,400 . 31,100,375 

The Boston bank statement is as follows : 

1884. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Aug. 2...-0+ $137,624,100 ..0- $6,696,900 .... $4,361,700 .... $85,215,400 .... $ 22,933,700 

” Q-seees. 1389381, 100 veee 6,706,100 .... 4,177,300 .ee+ 86,960,200 .... 22,843,400 

$6 .ccccce 338,847,900 ccce 6,783,700 «occ 3,837,900 «...- 84,743,600 «++ 22,958,300 

66 23.cecees 138)744,300 .... 6,844,400 .... 4,012,100 -e0e 84,842,800 ..+6 23,037,300 
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The Clearing-house exhibit of the Philadelphia banks is as annexed : 


1884. Loans. Reserves. Deposits. Circulation. 
Aug. 2...ee0e $ 72,061,413 weee $20,235,399 ooee $65,836,156 coos $8,094,593 
a Qeeeeeses 72,200,718 cece 20,391,399 sees 65,208,469 occ 8,106,946 
66 16..eec00e =: 7,996,953 sone 20,294,463 coos 65,154,285 wi 8,073,649 

66 BB.cccccce 78,867,385 Sadie 20,804,871 65,826,793 TT 8,094,966 


ff JO acceeee 7251775459 ae 21,333,213 66,979,607 weit 8,090,332 
Our usual quotations for stocks and bende will be found elsewhere. The 


rates for money have been as follows : 


QUOTATIONS : Aug. 4. Aug. 11. Aug. 18. Aug. 25. 
Discounts......++0e.... 6. a0 6. iis 6. " 6. 
Call Loans. ........+0-- 2@1% .. 2 @1 “ 2. - 3% @3 
Treasury balances, coin. $ 123,346,007... $ 122,402,693 «.. $123,838,488 .. $125,688,827 
Do. do. cur. $10,266,610 .. $13,815,704 .. $13,714,940 «.- $13,229,519 


Single named paper is refused, unless known to be given for Merchandise. 

Sterling exchange has ranged during August at from 4.85@4.85% for 
bankers’ sight, and 4.83@4.83% for 60 days. Paris—Francs, 51934@5183 
for sight, and 52173@521% for 60 days. The closing rates of the month 
were as follows: Bankers’ sterling, 60 days, 4.83@4.83% ; bankers’ sterling, 
sight, 4.85@4.85%. Cable transfers, 4.85'14@4.86. Paris—Bankers’, 60 days, 
52174%@521% ; sight, 51934@5183. Antwerp—Commercial, 60 days, 52434@ 
52334. Reichmarks—(4), bankers’ 60 days, 943%@94%; sight, 95@95%; 
Guilders—bankers’, 60 days, 40@40% ; sight, 404%{@40%. 


Ee eee 
DEATHS. 


BEALL.—On July 27, aged sixty-five years, WILSON BEALL, Cashier 
Wellsburg National Bank, Wellsburg, W. Va. 

CATLIN.—On August 10, aged seventy-five years, ALBERT L. CATLIN, for- 
merly President of Merchants’ National Bank, Burlington, Vt. 

CLAGHORN.—On August 25, aged sixty-seven years, JAMES L. CLAGHORN, 
President of Commercial National Bank, Philadelphia, Pa. 

CoLLIER.—On July 24, aged sixty-nine years, JASON COLLIER, President of 
Lockport Banking Association, Lockport, N. Y. 

HILt.—On August I9, aged sixty-nine years, JAMES H. HILL, President 
of National Bank of Commerce, Pittsburgh, Pa. 

KINNEY.—On August I5, aged seventy years, ELI KINNEY, formerly banker 
of Cincinnati and Portsmouth, Ohio. 

LEewis.—On August 23, Epwin M. Lewis, President of Farmers and Me- 
chanics’ Bank, Philadelphia, Pa. 

Lewis.—On August 17, aged sixty-four years, HENRY C. LEwis, President 
of Coldwater National Bank, Coldwater, Mich. 

RAYMOND.—On July 26, aged fifty-one years, GEORGE M. RAYMOND, 
Cashier of Hillsboro National Bank, Hillsboro, IIl. 

SCHAFFER.—On August 16, aged seventy-nine years, WILLIAM L. SCHAFFER, 
Cashier of Girard National Bank, Philadelphia, Pa. 

SKINNER.—On July 24, aged sixty-nine years, W. H. SKINNER, Cashier 
First National Bank, Battle Creek, Mich. 

TILDEN.—On August 10, CHARLES TILDEN, President of Bank of Louis- 
ville, Ky. 

VAN ALLEN.—On August II, aged seventy-one years, ADAM VAN ALLEN, 
President First National Bank, Albany, N. Y. 





